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Notan instrament Sala// 


but a 
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we 
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Now within seconds you can get an 
accurate and complete picture of com- 
bustion conditions in your furnaces. A 
Cities Service Combustion Engineer, by 
applying his exclusive Heat Prover, will 
quickly secure continuous, accurate 
readings that reveal any oxygen excess 
or waste combustibles present. 

Operators throughout the country, 
by using these instant readings as their 
guide, have been improving furnace 
output and product quality, while sav- 
ing fuel. 

Similar results are possible at your 
plant. Start the ball rolling today for a 
FREE Heat Prover test of your furnaces. 
Simply call or write your local Cities 
Service office . . . or else return the cou- 
pon below. 
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THE COMPLETE CITIES SERVICE LINE FOR THE 
METAL FABRICATING INDUSTRY INCLUDES 
Chillo Cutting Oils Trojan Greases 
Trojan Gear Oils Optimus Cylinder Oils 
Pacemaker T Hydraulic Oils 
Q-T (Quenching and Tempering) Oils 


CITIES SERVICE OIL Co. 
Sixty Wall Tower, Room 47 
New York 5, N. Y. 


Without obligation please send your booklet, 
“Combustion Control for Industry.” 
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-—— SIDELINES 


Last year Forses held a Poetry 
Sweepstakes to honor the best re- 
plies to this renewal letter, sent and 
signed by our Norman Bruce: 


So long, dear friend, we'll have to 


part, 
Although it almost breaks my 
heart! 


I wrote to you, and wrote, and 
wrote, 
But you ignored my every note. 


I really hate to say Good Bye, 
So let me make one final try: 


Four Dollars is not much to pay, 
Come on renew—this very day! 


This year’s prize for the Letter 
Most Likely to Make a Circulation 
Manager Weep came in last June 
from Mrs. James J. Pfahler of Levit- 
town, Long Island: 

My husband and I have 
looks and youth, 

Two kids, a house, but 
alas! in truth, 

What we have in joys, 
we lack in dough 

So we had decided that 
you must go! 

Your notes, though, 
touched our very souls, 

So we re-arranged some 
minor goals, 

Perused the budget and 
finally found 

Four bucks that were 
idly laying around. 

We eschewed a yacht 
and a Cadillac, 

A house in the country (with a 

pool in. back) 

And send this stipend with joy, 

with cheer, 

So that we may be friends for 

another year! 


Added Mrs. Pfahler: “Although we 
have no money to invest at present, 

. . we really do hold your publica- 
tion in the very highest esteem.” In 
recognition of her lucid and satisfy- 
ing stanzas, a copy of Forses 1951 
Growth Stock Book is on its way to 
Mrs. Pfahler. 

The best of the rest—unfortun- 
ately for Mr. Bruce—were verses that 
regretfully ended subscriptions to 
Forses. (We like to think that these 
efforts were intensified by the pain 
of parting.) First, from J. L. McNeil 
of Detroit: 


Thanks for the little “So Long” 
verse 








Well-versed readers 


It could have been a whole lot 
worse 


But better? No. Not even Pope 

To write as well, would ever hope. 

Ill scout around for other views 

About the markets and the news 

And if I find a better sheet 

Old FORBES and I no more will 
meet, 


Now for, at least, the present, 
think 

Of me as one who wouldn't link 

Up for another year or more 

But who is not a damn bit sore. 


From Navy wife Mrs. Stanley Sa- 
franski of New Britain, Connecticut, 
this touching “Anchors Aweigh”: 


I enjoyed your little poem, 

But alas! My husband isn’t home. 

The Navy has called him back 
once more 

To help them even up 
the score. 

And sailors, you know, 
don't get much pay 

So he can't renew this 
very day. 

There’s no other maga- 
zine he likes and ab- 
sorbs 

As much as the “Maga- 
zine of Business’— 
FORBES. 


Lastly, this ode from 
Gertrude Middleton of 
Lancaster, Ohio: 

I've read your note 
Which you in loving kindness 
wrote. 

The reason I so cold have been 
Is that my bank account is thin. 


And I no risky stocks will buy 
While they remain so high and 
dry. 


So now, I hope you'll plainly see 
Why your dear Mag is not for me. 


But on your poetry I'll brood, 
And thanks for your solicitude! 


In order to remove some of the 
sadness from the Forses-bereft 
lives of ex-readers McNeil, Safran- 
ski, and Middleton, we have dis- 
patched copies of our least-serious 
book—“Dear Stockholder” by Man- 
aging Editor Heimann and ex-Asso- 
ciate Editor Fox. Since, however, 
these talented poets no longer read 
ForBES, we cannot really consider 
them well-versed. 








Heat Transfer 
Products for Au- 
tomotive and In- 
dustrial Applico- 
tions. — 





Heating, Cool- 
ing, and Air Con- 
ditioning Prod- 
ucts for Home 
and Industry. 
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READERS SAY 





Mutual encore 


. . . the “high load charges and fat com- 
missions” boil down to one sales charge 
which is included in the Funds’ quoted 
offering price. Since Fund shares are not 
all traded, no market “spread” exists, and 
no fees or commissions are added at time 
of purchase or redemption. 


You say the Funds “won’t turn on a 
dime” and are “locked in the market.” 
Since most Funds invest, rather than spec- 
ulate, there is little need for such agility.... 


The real objection to Mutual Funds by 
those who won’t sell them has almost noth- 
ing to do with the “cons” you listed. It 
stems from an understandable reluctance 
to “freeze” potentially profitable trading 
accounts by selling them Fund shares... . 


—Dup.ey F. Cartes, 
Mutual Fund manager, 
Kidder, Peabody & Co. 


. . . | was much interested in reading 

the articles concerning mutual funds. I 

thought they were well written and ob- 
jective. 

—Gerorce K. Wuirtney, Trustee, 

Massachusetts Investors Trust. 


. . . It is a little difficult for me to un- 
derstand why Forses has taken a stand 
inimical to the interests of the people who 
are in the mutual fund business. 


—Louis H. WuireHeapD, VP, 
National Securities & Research Corp. 


Among my investments, I have tried 
three mutual funds. Up to this time I 
thought well of this kind of investment, 
but I come to feel that Mutual Fund 
management takes advantage of their huge 
investments. Eastern interests have ousted 
from control of Rayonier the Western in- 
terests, headed by Reed and the Zeller- 
backs. They were able to do this only be- 
cause Mr. Parker of Incorporated Investors 
was able to vote the holdings of his com- 
pany in Rayonier. I don’t think the man- 
agers of Mutuals should take an active part 
in management of companies they have in 
their portfolios. 

—Haro.p D. Foster, 
Sumner, Washington 


We infer that overall you feel somewhat 
negatively toward mutual funds. We, too, 
feel that the load charge is too high but 
that, actually, it isn’t so far out of line, 
except where larger amounts of money are 
concerned. We are convinced that a person 
with $100,000 or less will normally do 
better to have his money in a mutual fund. 

We think the following steps should be 
taken to benefit fund shareholders: (1) 
Reduce the acquisition charge to 7% below 
$25,000, 5% to $50,000, 4% to $100,000 
and 2% above that; (2) Constant super- 
vision by the National Association of 
Securities Dealers to check excessive trad- 
ing; (3) Strict control of switching be- 





tween funds; (4) Reinvestment of all 
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capital gains dividends without charge 
other than out of pocket costs. The gain 
belongs to the investor as part of his prin- 
cipal, consequently he should not have to 
pay another fee for reinvesting his capital. 


—Nem T. Fercuson, Partner, 
Paul C. Rudolph & Co., 
San Francisco 4, Calif. 


. . . It is wonderful for the industry to 
have publicity of this character in a maga- 
zine such as Forses. 


—MERRILL GriswoLp, Chairman, 
Massachusetts Investment Trust. 


You state “to build up a mutual fund 
takes lots of selling, and selling takes lots 
of money.” You might say to build up 
General Motors takes lots of selling, etc., 
and therefore do not buy one of their cars. 
The real test of the cost is the service per- 
formed and not the amount of the mark- 
up. All your 8 plus con reservations, in 
my opinion, are invalid in whole or in 
part. I see no point in your telling all this 
on page 5 and then print a lot of stories 
favorable to mutual funds as part of the 
text of the same issue. 

—H. J. Sumonson, Jr., President, 
National Securities & Reseach Corp., 
New York, N. Y. 


. .. “Side Lines” does in fact express some 
of the most common professional objec- 
tions to Mutuals. 

Con #1 raises an interesting question. 
What product do you buy which has a 
mark-up of as little as 74%? And where 
else can the small to medium size investor 
get permanent diversification and super- 
vision? Averaged over a period of 10 years, 
the investor’s cost is a very small % of 1%. 
[Cons 3, 4 and 5 are] generally true. Con 
7 is just so much talk. Anybody with 
brains enough to accumulate funds for 
investment would hardly be foolish enough 
to trade indiscriminately in mutuals. 

How else can the average individual 
participate, when knowledge of the science 
of investing is so meager? 

—Joun H. Unt, Jr., 
Kingston, Penna. 


. . . Your “What about these Mutuals?” 
is especially good. A great many articles 
are written on the open end Mutual 
Funds . . . because of the good salesman- 
ship of these funds. But little is said about 
closed end investment companies or the 
value of following specific plans or lists 
put out for nothing by brokers. What about 
them? —GLEED MILLER, 

Salt Lake City, Utah. 


Reader Miller can read about them on 
page 16 of this issue.—Ep. 


Objection from Cleveland 
I feel confident that you will wish to 
have your attention drawn to certain mis- 
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statements contained in your November 1, 
1950 issue under the heading “Industrial 
Quarterback.”. . . 

To say that when Mr. McClancy came 
to Cleveland two years ago the Associated 
Industries was agreed that the “flying 
wedge” and “bonecrushing” “was the only 
way to stop the union offensive” is entirely 
false, as are the statements that any con- 
siderable number of its members were 
“hide bound union haters,” “bitterly anti- 
union,” and “yearned out loud for the old 
rock-em-and-sock-em days.” 

The Association throughout its existence 
has stood squarely on the principle that 
no person should be denied employment 
because of membership or non-member- 
ship in a labor union. The records of the 
Association clearly show that in pursu- 
ance of this policy membership has been 
denied concerns which used the “yellow 
dog contract” of employment... . 

For several years following the inaugu- 
ration of the service above referred to, the 
AIC rendered more collective bargaining 
assistance to its members than any other 
association of its type in the country, and 
by 1948 the Association had taken an ac- 
tive part in some 6,000 collective bargain- 
ing conferences. 

There was no reversal of Association ac- 
tivity in the labor relations field during 
1948, as stated in the last paragraph of 
the article, or any substantial change since 
that time in the “negotiatory” policy which 
the Association had followed for over a 
decade. ... 

The increase of membership in the As- 
sociation, which is referred to in the third 
paragraph of the article was due, almost 
entirely, to the Association’s greatly broad- 
ened public relations program and not to 
the above mentioned alleged change in the 
Association’s labor relations policy. .. . 

Mr. McClancy’s successful leadership 
since he became General Manager two 
years ago has been most gratifying. The 
article fails utterly, however, in its eval- 
uation of the contributions made by Col- 
onel Long. . . . James C. Myers, 

president, AIC. 

Mr. Long resigned as General Manager 
of AIC in March, 1944—Ep. 


Thought strayer 


. . . Forses page of “Thoughts on the 
business of life” clearly indicates stretch- 
ing to fill a page of “early to bed—early to 
rise” platitudes. 

From Forses two-line editorials: “The 
stock market outlook is opaque.” Ye Gods! 

What wisdom! 

Cancel my subscription! 

—CuHar.es F. RHOopEs, 
Easton, Maryland 


As a subscriber of your very fine maga- 
zine, I would like to express my pleasure 
in the many fine business articles that are 
offered each issue. Of particular interest, 
of course, are the many spiritual thoughts 
contained in “Fact and Comment” by B. 
C. Forbes. With the stress and strain of 
today’s economic living, it is certainly re- 
laxing to have at hand these comments of 
Mr. Forbes. —R. T. Farrar, 

San Francisco, Calif. 


August 15, 1951 


Rumor Report 


I am enclosing herewith copy of my 
May 16 letter to Senator Johnson pursuant 
to his inquiry on newsprint. In the third 
paragraph you will find the following 
statement: 

“Shortly after the newspapers cleared 
the story of a $9.00 increase in newsprint, 
Walter Damtoft, Assistant Director of 
Forest Products Division, contacted Mr. 
Fowler, who is now the Director of the 
Defense Production Authority in Canada. 
He advised us that the rumored $9.00 in- 
crease in the price of newsprint was no 
more than a rumor.” 

And so, consequently, it was not I who 
termed the report a “rumor.” I am sure 
that Senator Johnson understands that that 
is the situation. Knowing your reputation 
for operating a fine magazine, I realize 
that you would want to have the correct 
information. . . . 

—MIcHAEL V. DISALLE, 
Office of Price Stabilization. 


Who’s who for °52? 

I was shocked at reading your prophecy 
that MacArthur would not be our next 
president. . . . Under his guidance I would 
look for an end of all freak socialistic legis- 
lation and a return to normal American 
Bh fesse —J. J. Snort, 

Los Angeles, Calif. 


I am a 69-year-old democrat (small d) 
who always voted the Democratic ticket 
except for Hoover against Al Smith. Have 
watched the career of General Ike, read 
his published speeches, am for him regard- 
less of which ticket he might be on... . 

—J. Frank LEE, 
Royston, Ga. 


New word for stock owners 
Mr. E. F. Hutton recently suggested to 
one of our associates that we always ought 
to use the word “shareholder” rather than 
“stockholder.” The idea makes sense to 
me, and we are going to try to do it. Per- 
haps it will interest you. Certainly if we 
could get over the idea that real human 
beings own “shares” in companies, it might 
have a much more personal aspect than 
owning stock. —Morris Sayre, president, 
Corn Product Refining Company, 
New York, N. Y. 








In “Will Your Assets Survive You?” 
(Forses, July 15, 1951) Robert Goelet 
(left), still very much alive, was pictured 
instead of Robert Walton Goelet (right), 
who died in 1941. Forses apologizes for 
missing a middle name.—Ep. 





(CONTINUED ON PAGE 32) 
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He happened to be a lawyer. . . had 
just been given the job of planning 
an investment program for a widow 
—and promptly asked us to help. 


Of course, being a customer, he 
was already familiar with our Re- 
search Division . . . knew that it de- 
votes all its time to planning just 
such programs, supplying the in- 
formation asked for in hundreds of 
letters each week—appraising port- 
folios without charge to anybody— 
whether a customer or not! 


He thought Research would be 
glad to help—and it was! 


The sum involved was fifty thou- 
sand dollars—but could just as well 
have been five thousand—or five 
hundred thousand! 


The lady was a widow; so natur- 
ally the plan had to stress conserva- 
tion of principal, continuity of in- 
come. Research picked eleven se- 
curities ... gave good reasons for 
each selection . . . included recent 
prices, probable annual income— 
and sent what we thought was a 
satisfactory “letter to a customer”. 


If you'd like to see an actual 
sample of this Merrill Lynch ser- 
vice, why not get a report on your 
own situation? Just ask for an analy- 
sis of your own holdings . . . the 
available facts on any securities that 
might interest you... or sensible 
suggestions on how to invest any 
amount of surplus funds. There’s 
no charge, no obligation. You can 
visit our office yourself, or write 
direct to— 


Department SD-46 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 























TWO-LINE 


EDITORIALS 





New controls bill weakens fight on in- 
fiation. 


Higher prices and wages in some lines, 
particularly durable goods, loom. 


Stabilization of economy is farther 
away. 


Industrial buying, an inflation trend, is 
being stepped up. 


Ditto defense spending. 


First-half earnings reports show most 
large companies selling more, earning 
less. 


Result of higher taxes; rising costs and 
prices are lesser factors. 


Oil companies, protected by deductions 
for exhaustion of underground re- 
sources, are an exception. 


Outlook for second half is clouded. 


Money, taxes are uncertain 


factors. 


prices, 
There is a limit to what U.S. can spend 
on foreign aid. 


We must remain strong—militarily and 
economically. 


Russia's “big lies” are boomeranging. 


Purges and mass deportations in satel- 
lite countries reveal growing unrest. 


Feeling is growing that Russia dare not 
start a fighting war. 


We have about reached the limit in 
corporation and personal income taxes. 


A Federal sales tax has many advo- 
cates. 


Summer air travel is zooming. 


No punishment is too severe for nar- 
cotics sellers. 


Saving saves. 
Debts debilitate. 


Contribute to the Red Cross to aid 
Kansas flood victims. 


Industrial use of atomic power is nearer. 


Atomic-powered engines for submarines 
and aircraft are under construction. 





THE BUSINESS PIPELINE 





TAX WOES 

While a long line of impassioned 
witnesses told the Senate Finance Com- 
mittee just how excess profits taxes are 
pinching the growth of industry, cur- 
rent corporate reports vividly depict the 
tax toll now being taken. Westinghouse 
taxes of $44 million for the first six 
months compare with $18 million in 
the corresponding period in 1950. Pres- 
ident Gwilym Price unhappily says the 
company “now must earn $1.38 for the 
government so that we can retain $1 to 
pay the owners of the company for the 
use of their property, to pay for debt 
retirement, to pay for replacing wom 
out equipment at current high costs, 
and to pay for expansion of production 
facilities required by the defense pro- 
gram.” 


COMPANIONS IN MISERY 

Price is not alone. Ralph Cordiner, 
General Electric head, reports a 139% 
boost in his company’s taxes, which 
slapped net income below last year’s 
level—$70 million compared with $77 
million—despite a 34% rise in sales to 
$1.1 billion. Harry Bullis of General 
Mills reports a 60% increase in the 
corporate tax bill, while Charles R. 
Hook of Armco Steel tells about a 
virtually doubled tax bill that cut into 
earnings—$20 million net income as 
compared with 1950’s $16 million for 
the half-year. 


DEPRECIATED DOLLARS 

To add to management’s difficulties, 
their dollar is now worth even less than 
the housewife’s dollar. Analyzing the 
businessman's plight, the National In- 
dustrial Conference Board finds that a 
dollar spent for labor is worth about 
40¢ (1939 = $1.00). The consumer 
dollar, on the other hand, is currently 
valued a 57¢. One consolation: “it is 
cheaper now than in 1939 to borrow 
money.” 


DIVIDEND FLOW 

Despite war and taxes, stock divi- 
dends continue at peak levels. First- 
half dividend payments on common 
stocks listed on the New York Stock 
Exchange again set a new high, for the 
ninth straight year, with 922 of 1,049 
listings paying a total of $2,454,545,000 
—17.3% more than for the same period 
in 1950. Average yield, estimates the 
Exchange, was 6.7%. More than 45% of 
the 922 dividend payers made larger 
per share disbursements over last year, 
while another 406 paid at the same 
rate. Only 87 issues paid a smaller 
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dividend than in the 1950 period. In- 
dustries showing biggest percentage 
gains include textiles, 37%; mining, 
36%; automotive, 31%; paper and pub- 
lishing, 28%; petroleum and natural gas, 
28%; rubber, 26%; and steel and iron, 
25%. For another nine industries the 
gains in aggregate payments ranged 
from 10% to 25%. 


FEEDING THE FIRES 

Probing Federal credit programs, the 
Tax Foundation, Inc., estimates new 
commitments for fiscal 1952 at $13.8 
billion, compared with $138.6 billion in 
1951, $11.9 billion in 1950. Prober 
Arthur W. Crawford, referring to re- 
straint of unnecessary credit expansion 
in the private domain, says it “could be 
made an even more effective instru- 
ment were it applied unequivocally to 
those government agencies which, 
through loans, insurance and guaran- 
tees, have been feeding the inflationary 
fires and continue to do so.” His 
analysis tells only part of the story, 
though, inasmuch as such activities as 
the Commodity Credit Corp., mixed- 
ownership corporations, and other gov- 
ernment agencies that operate in whole 
or in part with private funds (Farm 
Credit Administration, Federal Home 
Loan Banks, the Federal Reserve 
Banks, and the Federal Deposit In- 
surance Corp.), are omitted. 


CORPORATE LIQUIDITY 

Liquid reserves took a beating in the 
first three months of 1951, according 
to figures released by the SEC. At the 
end of March, corporate holdings of 
$46.6 billion in cash and U. S. govern- 
ment securities amounted to 60% of 
current liabilities as compared with 63% 
at the end of 1950, and 73% at the end 
of March, 1950. Reasons: a growing . 
need for funds to carry inventories, 
finance plant expansion. 


WORKING CAPITAL UP 

Jumping $2 billion in the year’s first 
quarter, net working capital of U. S: 
corporations hit a new peak of $778 
billion. This $2 billion figure largely 
reflects expansion of inventories and 
receivables. Moreover, management in- 
vested about $4.6 billion in plant and 
equipment in this period. To finance 
the $6.6 billion expansion, corpora- 
tions relied mainly upon _ internal 
sources—depreciation and undistributed 
profits—to the tune of $5 billion. The 
remainder came from $1.6 billion of 
long-term borrowing, only $400 million 
from net new stock issues. 
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INDIVIDUAL LIQUIDITY 

In that same period, individuals were 
hard put to lay aside any savings in 
liquid form. They managed to stash 
away only $100 million, compared with 
$1.8 billion in the preceding quarter, 
and less than $50 million for the com- 
parable 1950 quarter. Total gross sav- 
ings, however, amounted to $9.9 bil- 
lion, accounted for by $2.7 billion in 
home construction, and $7 billion in 
other durable consumers’ goods. Cash 
and bank deposits fell off, following the 
usual seasonal pattern. Largest form of 
liquid savings was accounted for by 
private insurance, $1.1 billion, about 
the same as last year. 


SECURITY PURCHASES 

Net purchases of securities of $800 
million were made by individuals, com- 
pared with $1.4 billion in the first three 
months of 1951. Holdings of U. S. 
savings bonds were reduced $300 mil- 
lion, but other government securities 
went up $400 million. Corporate secur- 
ity holdings gained $700 million—$600 
million in bonds, $100 million in stocks. 
Net new issues of corporate bonds 
amounted to $1.1 billion, with insur- 
ance companies and other institutions 
taking about $400 million worth. Net 
new stock issues amounted to $400 mil- 
lion, with individuals absorbing $300 
million. These purchases, however, 
were offset by a $200 million increase 
in borrowings in order to acquire 
stocks. 


RECORD ASSETS 

Another new high in total assets of 
investment companies was recorded 
during the first half of 1951. Total net 
assets of 137 members of the National 
Association of Investment Companies 
were $3,558,598,000 on June 30, 1951, 
an increase of $184,573,000 over De- 
cember 31, 1950, and $661,688,000 
since June 30, 1950. The 101 open-end 
or mutual funds accounted for $2,- 
725,311,000 of this amount, up from 
$2,115,919,000 a year ago. The 36 
closed-end companies had net assets of 
$833,287,000, as compared with $780,- 
991,000 a year ago. 


DEFICIT FINANCING? 

Closing the fiscal year with a $3.5 
billion surplus, Treasury Secretary 
Snyder spoke a word of warning, stat- 
ing that the government faces a $10 
billion deficit in the new year “unless 
appropriate new taxes are enacted as 
soon as possible.” With a $90 billion 
budget looming, including about $65 
billion for defense, government ex- 
penditures are likely to approach WW 
II peaks, force a return to large-scale 
deficit financing regardless of what 
level of taxes Congress finally enacts. 
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Expanding Again . . 
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. with Quonsets! 
Successful experience with this large 
Quonset plant at Delaware, Ohio, has 
prompted Ranco, Inc., manufacturers 
of thermostatic controls, to build a 
new Quonset plant at Plain City, Ohio. 


QUONSETS 


IDEAL FOR FACTORIES, WAREHOUSES MACHINE SHOPS OR STORAGE BUILDINGS 


For additions to your present 
plant—or for new plants— 
Quonsets mean fast com- 
pletion, economy of materials, 
adaptability to any use. Also, 
should plants need more ex- 
pansion later, you can add 
Quonset to Quonset, according 
to the need. 


STRAN-STEEL AND QUONSET REG, U.S PAT. OFF. 


Made of N-A-X HIGH-TENSILE 
steel, Quonsets provide non- 
combustible construction and 
permanence far surpassing less 
modern buildings. They require 
little upkeep—are easily main- 
tained. Let Quonsets serve you 
now. Write us today. 


GREAT LAKES STEEL CORPORATION 


Stran-Steel Division, Ecorse, Detroit 29, Mich. 
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Expansion Completed in 32 
Days! Quonset 40 by 240 feet 
increased facilities quickly for 
General Gas Corparation 
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REVISED CONTROLS 


New Defense Production Act, still 
being studied for gimmicks by busi- 
nessmen, isn’t nearly as displeasing to 
Michael DiSalle, the Price Boss, as he 
might have indicated during the hot 
publicity battles during July. 

The act makes rigidity impossible in 
the price economy (it was impossible, 
anyway, but the more extreme Fair 
Dealers wanted a semblance of it for 
political purposes). Businessmen and 
industrialists believe, whether rightly or 
not, that they can live with the bureau- 
crats under this legislation without too 
many trips to Washington. 

Congressional votes on_ various 
phases of the legislation were conclu- 
sive proof that there are few outright 
“business haters” left in either the 
Senate or House of Representatives. 
Perhaps that is one reason why the 
stock market responded with a definite 
bounce upwards during the closing 
days of Congressional action on the 
price and wage controls. 

Wage controls, of course, are purely 
fictional. The big battle was over the 
basic question of whether or not busi- 
ness would be discriminated against in 
favor of labor. The answer was no, inso- 
far as this Congress is concerned. 

Significant factor in all the running 
battles was the lack of consumer in- 
terest in the legislation, decried by the 
Fair Dealers among the columnists. 
Truman pleas to the housewives fell on 
stony ground. This, too, may indicate 
that the people are just waiting— 
silently—for a chance to vote a great 
big “NO” to the Administration in 1952. 
Lots of Fair Dealers in Congress were 
impressed by the amount of mail they 
didn’t get after Truman’s pleas. 


METALS ROUNDUP 


National Production Authority in- 
siders are confident that steel isn’t going 
to be nearly as tight as predicted dur- 
ing the coming months and that supply 
will equal demand (military and 
civilian) lots more quickly than is gen- 
erally publicized. 

There also is optimism about copper, 
although less than about steel. The 
most precious metal—now and for a 
year, at least—will be aluminum, since 
the Administration finally has given the 
green light to a vast expansion in air 
power. 

The hunt for metals—spurred by pro- 
duction payment guarantees and other 
devices—is bagging lots of good game. 
Metals shortages that are apparent now 
can disappear overnight, figuratively of 
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course, because of developments in the 
Far West, in Latin America, in Africa 
and other far-flung places. 

Economic Cooperation Administra- 
tion, if it had done nothing else, could 
take kudos for the manner in which it 
has used perspecuity in encouraging 
minerals and metals mining abroad. 
Lots of explorations for industrial dia- 
monds, molybdenum, and such, can be 
attributed to ECA stimulus. 


CHEMICALS TIGHT 


The shortage of sulphur and sul- 
phuric acid appears to be the knottiest 
problem facing the chemical industry, 
the National Production Authority and 
the Chemical Industry Advisory Com- 
mittee have agreed here. 

Shortage of steel for expansion of 
chemical producing facilities and the 
growing impact of defense-rated orders 
also are causing some concern, industry 
representatives indicated, adding that 
there are other material shortages and 
problems. But in most of these a solu- 
tion seems to be in sight, generally 
through increased production of scarce 
materials used by manufacturers of 
chemicals. 

NPA officials held out some hope of 
relieving the shortage through recovery 
of sulphuric acid from new sources— 
such as sour gas—and through conver- 
sion of equipment in some plants now 
using native sulphur to enable them to 
use other sources. 

Federal officials and industry repre- 
sentatives also discussed the naphtha- 
lene situation, with NPA officials ex- 
pressing the belief that new production 
facilities soon to be brought in will ease 
the situation. The chlorine shortage— 
chronic for some time—is expected to 
disappear when new production capa- 
city comes into being. 

The styrene situation is improving, 
NPA officials said, as is also the ben- 
zene situation. Old line plastics have 
been sufficient to meet demand in most 
instances, but there has been some 
difficulty in the newer types, for which 
there has been unusually heavy de- 
mand. 


BOUNTIFUL CORPORATIONS 


Cash dividend payments of U. S. 
corporations issuing public reports 
amounted to $2.5 billion for the first 
five months of this year, the U. S. De- 
partment of Commerce has stated here. 
This is up 11% over the $2.2 billion 
paid during the same period in 1950. 

All the industrial groups registered 
increases during the period covered, 
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with the largest relative increase taking 
place in rails, up 36%. Actual disburse- 
ments by railroad companies rose from 
$80,000,000 in the first five months of 
50 to $110,000,000 during the first five 
months of this year. 

Continuance of customary dividend 
rates per share on expanded capitaliza- 
tions was a factor in the 15% increase in 
cash dividends paid out by the commu- 
nications industry. 

The Department of Commerce has 
pointed out that the 15% rise in divi- 
dend payments by mining companies 
can be traced to dividend rate-per-share 
increase. 

Largest gains in the manufacturing 
section were in the auto industry, 
which paid out 27% more than the 
$118,000,000 disbursed in 1950. Iron 
and steel, paper and printing, non- 
ferrous metals and small manufactur- 
ing groups showed gains ranging from 
11% to 20%. 

Moderate declines, generally of from 
2% to 4%, were listed by corporations 
in the food, beverage, tobacco and 
electrical machinery industries. These 
declines, the report stated, were due 
mostly to large “extra” and “special” 
dividends paid out early in 1950, but 
as yet not matched in 1951. 


RELUCTANT BUYERS 


In spite of the whopping $250 bil- 
lion annual personal income rate (ap- 
proximate) and the promise of more 
ready money to spend than in many 
years, consumers are not in the same 
mood to buy furniture, appliances, or 
other “heavy” household goods as they 
were a year ago, according to the 
Federal Reserve Bulletin’s article on 
the 1951 Survey of Consumer Finance, 
made by the Survey Research Center 
of the University of Michigan for the 
FRB. 

While overall plans of spending units 
—i. e., members of the same family or 
other unit who pool their resources 
to maintain a home—to buy one appli- 
ance still is at about 20%, prospective 
automobile buyers dropped from 10% a 
year ago to 54% this year. Family units 
intending to buy houses dropped from 
4.4% last year to 3.1% this year. 

The survey showed that Americans 
last year bought more homes than 
they had planned to buy, more furni- 

. ture and appliances than they had 
anticipated, and also more cars. Ac- 
tually, there were 12,700,000 automo- 
bile sales in 1950, 1,000,000 above the 
previous high of 1949, with Americans 
investing an all-time high sum of $17 
billion in cars alone. 

The survey revealed that 54% of all 
1950 new-car buyers earned $5,000 or 
more. The survey report notes that 
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higher income units—those whose mem- 
bers altogether earn $5,000 annually 
or more—are becoming increasingly 
dominant as buyers, while the spending 
units in lower income groups are not 
able to expand their rate of purchase. 


CONTROLS 


You haven’t heard the last of the 
President’s ideas on controls. He will 
make it a key propaganda issue in 52, 
and, if prices go up, as many expect, 
this mid-winter, he may make some 
political hay. 


BUREAUCRATIC REBUFF 


Congressional action tying the hands 
of the Petroleum Administration for 
Defense on the subject of curbing the 
use of natural gas was a set-back to 
Oscar Chapman, Secretary of the In- 
terior and head of the PAD (plus sev- 
eral dozen other assorted defense and 
civilian bureaus), who had talked too 
fast and too loudly about what he 
planned to do in allocating gas sup- 
plies. 

When Chapman early in July an- 
nounced that he was studying a plan 
to curb gas in the critically-strategic 
Atlantic Coast industrial area and it 
became known that consumers might 
feel the pinch, he put his foot in his 
mouth. Congressmen began to hear 
from the big cities, where hundreds of 
thousands of persons are used to na- 
tural gas and deplore the idea of having 
to turn to alternate fuels—coal, fuel oil 
or liquified petroleum gases. 

Now, Chapman is going to have to 
consult with state regulatory authori- 
ties and be subjected to new pressures 
from many directions before he can 
order gas use cut down or cut off in 
any area. It was a stunning and un- 
expected blow to the Administration, 
and not entirely to the liking of the 
distributing companies, who in other 
years could deal directly with Federal 
Power Commission, which had the au- 
thority to order discontinuances to com- 
mercial and industrial users and to 
make the orders stick. This new legisla- 
tion will complicate the picture, but 
it will not change the overall situation— 
which is that there will not be many 
more new pipelines, after those now 


under construction are completed. Even 
some of those under construction will 
be a long time being finished in view 
of the inadequate steel allocations made 
to the gas companies for pipe and other 
construction purchases by Defense Pro- 
duction Administration. 


COUNTERATTACK 


Administration, fearful that private 
power companies may get across the 
point that rural electrification has made 
tremendous strides in the U. S. and 
that private capital can do the remain- 
ing job, is beating its propaganda 
drums again in various ways. 

U. S. Department of Agriculture, for 
example, recently released a report en- 
titled, “Census Tabulation Corrects 
Farm Electrification Figures.” In this 
“news” release, the U.S.D.A. stated: 
“Farm electrification figures now being 
released by the Bureau of the Census 
indicate that rural electrification is not 
(italics ours) as far along as the latest 
surveys of either REA or the electric 
utility industry have shown.” 

On the basis of preliminary census 
information, the U.S.D.A. says there 
still are more than 750,000 farmers 
without electric service. The REA, 
which is required by law to determine 
each year the farms receiving central 
station electric service, had estimated 
previously that 86.3% of the nation’s 
farms had central station service, while 
the private electric utility industry had 
estimated that 5,372,800 farms. had 
electric service last December 31, or 
92% of the farms as enumerated by the 
1945 census and 99.9% by the 1950 
census (farms are decreasing in num- 
ber, but growing in size, all the time). 

What’s at stake in this frenzied 
figuring by the U.S.D.A. is a lot of 
bureaucrats. If Congress ever got the 
idea that virtually all farmers had elec- 
tricity—which is true, since those not 
now served are virtually all isolated 
miles from any electrical line and could 
not economically be served with elec- 
tricity until the population increases in 
the areas—appropriations for the REA 
would go down faster. That would 
mean severing a few bureaucrats from 
the public payroll—and perish the 
thought! 
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“With all thy getting, get understanding” 
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THE NAM WOULD DO BETTER DEAD 


The National Association of Manufacturers would greatly 
further the causes it believes in if the NAM itself ceased to 
exist. ; 

The organization’s latest bumptious bumbling was its 
blast at Charlie Wilson for his support of price controls. 
Now Director of our Defense Mobilization, the former 
president of General Electric and his aide, Eric Johnston 
(four times president of the U..S. Chamber of Commerce) 
were described by the NAM as “the prisoners of their 
subordinates, the bright slide rule and figure boys who get 
up the charts, interpret the statistics, write the speeches and 
feed them the data on which their thinking is based.” Be- 
cause they agree with many of the best business brains in 
the country on the need for temporary controls in the 
present crisis, and disagree with the small hierarchy deter- 
mining NAM policies, these men have lost their power to 
think properly. They're now prisoners of the New Deal. 
What malarky! 

Unfortunately a lot of people think NAM speaks for 
American business, that their policies and pronouncements 
reflect the opinions of most of management and the owners 
of business. Fortunately, in fact, they don’t. Time and 
again able, foresighted business leaders have gone on NAM 
Boards and Committees with high hopes of broadening the 
Association’s perspective, but such attempts have thus far 
proven for the most part unsuccessful. 

The NAM has done such an effective job that all it takes 
is their endorsement of a measure or a viewpoint to damn 
it in the eyes of legislators, large numbers of businessmen, 
and influential groups everywhere—and I’m not referring to 
the CIO or the professional left-wingers. As one who 
believes a national sales tax is necessary, I was discouraged 
at its prospects when the NAM came out in its favor. That'll 
make it tough to sell, no matter how logical. 

It is harder to imagine a group rendering less service to 
the things it believes in than when the NAM gathers annu- 
ally at the Waldorf-Astoria to pontificate on the issues of 
the day. The climax comes when an immense dais of 
white-tie-and-tailed executives is pictured throughout the 
nation’s press looking down toward a ballroom filled with 
hundreds more in white-tie-and-tails, listening to speeches 
about What This Country Needs. 

The Association actually consists of hundreds of com- 
panies and executives with deep conviction and sound think- 
ing as individual entities. But by the time their resolutions 
percolate into mass adoption the heavy hand of the so- 
called “hard-headed school” leaves them in the Just-What- 
You’d-Expect-From-Reactionaries category. Maybe the fault 
lies with the “permanent secretariat” at headquarters, who 
must yes-sir some of the heavy dues-paying group that 

think the way to sell their viewpoint is to hit ‘em again 
harder. If the National Association would content itself with 
a useful job of fact-finding, if it had done what today the 
Committee for Economic Development does, a real service 
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of value to free enterprise advocates would be performed. 

But today those who believe in free enterprise would be 
far better off if the NAM would jump into one of the holes 
it is constantly digging. 


A NATIONAL SALES TAX 


This country is engaged in a vast spending program of 
billions to provide the military might necessary to guard 
the free world from successful conquest by Communists. 
We are spending additional billions to shore up the econo- 
mies of our Allies, so that they won't fall victims to the 
Reds through economic collapse and internal chaos. ForBES 
feels both programs are essential, though great waste could 
doubtless be eliminated by sounder administration. 

But these great efforts must be paid for. Washington, 
though it prints money, doesn’t make money. Every cent 
it spends must be provided from the earnings of people 
not working for Uncle Sam. With our present immense na- 
tional debt, we are in no position to pay for expenditures 
by more borrowing without bringing on the very disaster 
were spending to prevent. We must pay as we go. That 
requires two things: ruthless slashing of “normal” spending, 
and additional taxes. 

In 1952, if the present tax bills become law, we will be 
getting 83% of our net budget receipts from taxes on in- 
come. That source has reached, if not passed, the point of 
diminishing income. Under today’s tax on corporate profits, 
with the government taking from 70 to 80 cents of every 
dollar of profit, managements find it sensible to undertake 
expenditures that they would avoid if they weren’t dealing 
with dollars that represent only 20 to 30 cents of their own 
money. Personal income taxes are at such a peak that salary 
is no longer enough to make men beat their brains out 
building or running businesses. 

The remaining most logical source of substantial new 
revenue is a national sales tax. It would not be a new or 
shocking thing. Today’s 20% tax on “luxury” items, the 
excise taxes on liquor, gasoline, cigarettes and many manuv- 
factured articles are nothing more than a_hit-or-miss, un- 
balanced national sales tax that most people don’t know 
they are paying. Such a tax, exempting food, drugs and 
possibly shelter, would raise the great sums needed; it 
would be paid by all, and all would know it; it would not 
be so difficult to collect and administer that a vast new 
bureaucracy was needed; we have, in effect, a hodge-podge 
national sales tax now in the form of excises; and there is 
ample precedent for such a tax both in our own country on 
the state and city level, and in other countries on a na- 
tional level. Canada has had a 10% retail sales tax which 
runs their government on a balanced budget and has ena- 
bled them to reduce substantially their national debt. 

There is no such thing as a popular tax or an easy one. 
We have the job to do, and a national sales tax on the 
retail level provides the means of doing it. 
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PALTRY. TEACHER PAY POOR ECONOMY 


The best insurance a free country can have that it will stay 
free is a first-rate educational system that teaches young 
people how a nation gets freedom, how democracy ticks in 
practice, and what it takes to keep free. In short, the funda- 
mental job of passing on the knowledge and appreciation 
of our heritage is in the hands of our teachers. 

It is an immense responsibility. Most States properly 
require high standards of education for their teachers, and 
most communities through school boards and parents keep 
close tabs on how their teachers are doing. But what do 
we pay these people to whom we entrust the moulding of 
young American minds? On a national average, about $50 
a week! Considerably less than a plumber, carpenter, coal 
miner, or truck driver. A more stupid “economy” is hard to 
imagine. How can expensively-educated people afford to 
teach? How can they live decently on such a niggardly 
salary? 

As a country we should strive to attract some of the best 
minds to the teaching profession. Teachers, instead of being 
underpaid and heckled, should be well paid and respected. 
It is often charged—sometimes proven—that some educators 
are not very hearty advocates of the free enterprise system. 
The wonder of it is that such a tiny few hold bitter views 
toward a system that rewards one of the most important 
tasks in the country in such paltry fashion. Some resent the 
formation of “teacher unions.” The wonder of it is that 
teachers have not been more militantly unionist when they 
see how John L. Lewises can hi-jack a nation. 

The Communists know the almighty importance of educa- 
tion. To insure that the Russian people will never know 
freedom they spend 7%% of their national income to spread 
their brand of “education.” To those we entrust with our 
young people we pay less than 1%% of our national income! 
What can you do about it? Support in your community and 
state moves to set higher pay scales. In most cases it can 
be done by economizing in other directions. But don’t pinch 
pennies on paltry pay for the people that must teach young 
Americans how to understand, to run, to protect the strong- 
est bulwark of freedom in the world today. 


ENCOURAGE CONGRESSIONAL TRAVEL 


Poking fun at Congressmen and Senators who take gov- 
ernment-paid trips to various countries abroad is an old 
American custom. Such “junkets” are often ridiculed by 
various newspapers, and criticized by constituents, on the 
theory that taxpayers are being stuck by their elected repre- 
sentatives for am expensive vacation. 

Sometimes that undoubtedly is the case. But now that this 
country is giving substantial financial and military support 
to other lands throughout the world it is very important 
that those who pass on these expenditures get a first-hand 
impression of who, where, how this money is helping. Eight 
members of the Senate Foreign Relations Committee have 
recently returned from two weeks of intensive travel and 
study to seven Atlantic Pact Powers, and a session with 
General Eisenhower on the military shape-up of free Eu- 
rope’s armed forces. Such on-the-scene study is terribly 
important to all taxpayers, because these men are key 
figures in determining the extent and intent of billions of 
our dollars spent abroad. The more they know about Eu- 
rope, the better their judgment. 
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OPPORTUNITIES OFTEN NEARBY 


An old Scottish adage: “The fairest fields are far awa’; 
the fairer aye the farther.” . 

Herbert E. Smith, United States Rubber Company chair- 
man, early had an experience which disproves that. He 
tells me: 

“As a youngster out of 
college, I had just been 
given my first chance to 
sell. My employer was the Gorham-Revere Rubber Com- 
pany, which later became a part of U. S. Rubber. My job 
was to call on the marine accounts along the San Fran- 
cisco waterfront. The year-was 1913. The section was 
tough. So was my job. One condition was that I could not 
call on any firm which my company was selling. This left 
slim pickings for me, because my employer generally did a 
pretty thorough job of working the trade... . 

“My first day was the toughest in my life. There were 
only a few eligible prospects for me. I called on them one 
after the other and got exactly nowhere. After a weary and 
discouraging day I dragged my tired legs back towards the 
office, but for some reason I still had my chin up. Maybe 
that’s why I noticed the name of the company on the 
building next to our own. It read: ‘California Hydraulic Co.’ 

“‘I wonder,’ I said to myself. 

“I checked our office records and was unable to find 
any evidence that we had called on them. So, I rushed 
over just before closing-time and asked to see the manager. 


I announced myself as his next-door neighbor. 

“*You know, Smith, this is funny,’ he said ‘Your com- 
pany and mine have been here side-by-side for years. And 
this is the first time anyone from your outfit ever called 
on us.’ 

“Well, I didn’t sell him that day, because he was well 
stocked with hose, belting and packing from several dif- 
ferent manufacturers. But I did tell him that I was sure 
we could give him a better deal if he bought all his me- 
chanical rubber goods from us rather than spreading them 
around. He came to see it my way, with the result that 
in less than 30 days I had all his business!” 

After narrating the foregoing, he sagely added: 

“That experience taught me a lot. You don’t have to look 
outside your own organization for a man to promote. You 
can find him right among your own employees. You don’t 
have to move to another town to find good people. They 
are right in the town where you now live. You don’t have 
to go abroad to look for paradise. Communists and Socialists 
to the contrary, it’s right here in America.”—B. C. Forses. 





UNUSUAL INCIDENTS 














It is one thing to have read in books about the geography 
and history of the United States. But one can’t really com- 
prehend it until he has traveled from East to West, North 
to South. Then it takes on full meaning. It is no different 
when contemplating world problems. 

For every abuse made of a “Congressional junket” there 
are infinitely more purposeful trips made. And even a free- 
loader just out for the ride is bound to soak up something 
besides refreshments. We will have more intelligent legis- 
lators as a result of travels by key Committeemen to the 
places that our money is going to around the globe. These 
tours of study should be encouraged. Properly planned, 
they will save rather than cost taxpayers money. 





EDGEWATER PLANT: after 33 cocooned years, a butterfly 


GUN-SHY GIANT 


Paroled last year from its monopoly indictment, Alcoa 
is becoming the General Motors of American aluminum 


For 33 years the 10-story plant on the 
Hudson’s Jersey shore was a_ bulky 
white mystery. Passengers on the old 
Fort Lee ferry and apartment dwellers 
along Manhattan’s Riverside Drive 
wondered what it was, then forgot 
about it. Three years ago, the story goes, 
Pepsi-Cola offered $50,000 for the 
right to raise a sign on the wide roof. 
Amazed that mere publicity could be 
so valuable, the Aluminum Company 
of America raised its own name— 
ALCOA—in 20-foot aluminum letters 
atop the Edgewater plant. 

The sign-raising symbolized Alcoa’s 
emergence from a private cocoon, spun 
by tight stock ownership plus an even 
tighter 50-year monopoly of aluminum 
savvy. In 1912 and again in 1937, the 
U. S. Government turned a severe anti- 
trust eye on the monopolistic cocoon, 
and after War II set up competition 
(Reynolds Metals, Kaiser Aluminum & 
Chemical) to whittle Alcoa’s market 
share to 55.8% by 1947, 49.3% by 1950. 
The government’s eye was (and still 
is) glassy toward Alcoa, but security 
analysts developed a “growth” gleam. 
Between 1940 and 1950, North Amer- 
ican aluminum production has swelled 
from 631,000,000 to 2,273,000,000 
pounds, is now about equal to copper 
and zinc totals. 

Last May Alcoa common, which has 
fluttered from 50 to 70 in less than a 
year, left the Curb to become a Big 
Board butterfly. But some shreds of the 
old cocoon still cling. The $575 million 
corporation is “public” only in a nom- 
inal sense: some 52% of its voting shares 
are owned by eleven big holders (the 
Mellons, for one, own 25%). Like 
all large institutions, Alcoa is partly a 


prisoner of its past. Its key personnel 
are holdovers from the days of patent- 
protected privacy. Roy Hunt, who com- 
pleted 23 years as president last April, 
is the son of Captain Alfred Hunt, who 
presided at the 1888 birth of Alcoa 
(and the aluminum industry) as the 
Pittsburgh Reduction Company. Arthur 
Vining Davis, short-bodied,  short- 
necked Napoleon of aluminum, is still 
board chairman at 84; at 21 he oper- 
ated Pittsburgh Reduction’s first pilot 
plant. Tall, long-jawed Irving W. Wil- 
son, who took over the presidency last 
April, has spent 40 of his 61 years as 
an Alcoan. 


99 44/100% pure Alcoans 


The empire over which these con- 
servative businessmen preside includes 
bauxite mines in Dutch Guiana; steam- 
ship lines to float ore to the U.S.; rail- 
road lines to carry it; Alabama, IIli- 
nois and Arkansas plants which refine 
it to aluminum oxide; smelters in Wash- 
ington, Texas, Tennessee, New York, 
North Carolina to reduce oxide to alum- 
inum (740,000,000 pounds last year); 
9 dams in Tennessee, North Carolina 
and New York to generate power (to 
reduce one pound of aluminum re- 
quires 10 kilowatt hours); a natural 
gas pipeline in Texas; 17 fabricating 
plants aggregating 462 acres of floor- 
space; and a national net of sales of- 
fices and distributors. All this is worked 
by 48,893 people, managed by men 
who have known no other employer 
but Alcoa. Says Ralph Ferry, a 39-year 
man who manages the Eastern Ten- 
nesee heart of the empire: “The top 
echelon are 99-44/100% pure Alcoans.” 
The inbreeding is 100% pure circum- 
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stance: for 53 of its 63 years, Alcoa 
alone was the U.S. industry. 

The management of Aluminum Com- 
pany has not been conservative; it has 
been ultra-conservative. Income per 
common share averaged $5.69 per com- 
mon share for 10 years, but the divi- 
dend held at $2.00 until June 8th, when 
the quarterly payment went to 75¢. The 
company’s hydroelectric dams on Little 
Tennessee River lack the elevators, the 
highways, the dazzling white finish of 
their TVA neighbors. In Tennessee's 
Blount County, where 8,000 of its 
workers live, Alcoa has kept out of the 
real estate business, has built no homes 
for employees. 

On most counts, Alcoa’s asceticism 
has turned out well. Conversion of 60% 
of earnings each year into plant assets 
has made it the only fully integrated 
outfit in the industry (virtually all the 
basic plants of Kaiser and Reynolds 
were built and put into operation for 
the government by Alcoa, sold to them 
after War II at reduced prices to create 
“competition.” ) Hydro facilities in the 
Smoky Mountain foothills antedate the 
government agency by 18 years, and 
company-produced power in Tennessee 
is cheaper than the TVA variety. 


Long on the long-range 


No less impressive than Alcoa’s gen- 
eration of power. is its generation of 
people. In Blount County, where Alcoa 
is pretty much the whole show, plenty 
of aluminum workers put their earnings 
into tractors and farms instead of life 
insurance; they fish, work, and build 
their own churches with some of the 
individualism of their long-rifle ances- 
tors. The top echelon veterans are short 
on short-range publicity build-up, long 
on long-range community build-up. 
Balding, grey-wisped “Red” Huddles- 
ton, a 38-year man and Ferry’s No. 1 
PR man, pridefully pushed through 2 
big, brick-and-aluminum hospital on a 
green rise outside of Maryville. (His 
next project: hitting up A. V. Davis on 
behalf of Maryville College, whose arts 
are liberal but whose philosophy is 
free-enterprising). 

Huddleston’s big moment came dur- 
ing War II, when he got in on the 
building of Alcoa City’s North Plant, a 
58-acre monster which gave Maryville’s 
only radio station its call letters WGAP 
(World’s Greatest Aluminum Plant). 
Authorized on October 15, 1940, the 
site—as big as 41 football fields—was 
graded by April and melting ingots by 
September. In August, the W. G. A. P. 
was honored by a visit from Judge Sam 
Rosenman, then Roosevelt’s No. 
speech writer. Awed by the size of the 
plant (visitors can’t walk the aisles, are 
whisked around by jeep), Sammy the 
Rose dropped an unofficial tribute to 
Alcoa enterprise: “This is the answet 
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to Hitler right here!” 
Even in northern New Jersey, where 
Alcoa’s huge Edgewater plant (floor- 
space: 26 acres) is lost in an industrial 
jungle, corporate management is a 
solid, if not a flashy part of the local 
scene. Gangling 37-year-man Dutch 
Grotefend, Edgewater works manager, 
has kept a persistent finger in Bergen 
County politics, supplied the impetus 
for a vocational high school to give 
“hand-minded” kids as good an educa- 
tion as the kind “head-minded” juve- 
niles (i.e., white collar prospects) now 
get. From his cross-ventilated 10th- 
floor office, Grotefend likes to shoot 
philosophical breeze; looking beyond 
the Ford assembly plant downstream 
and the George Washington Bridge up 
the river, (“works of man”), Grotefend 
focuses across the Hudson on Riverside 
Church and Grant’s Tomb (“symbols 
of mortality and immortality”). 

Nevertheless, it would be miraculous 
if Alcoa’s old-timers, reared in pre-War 
I years when business was business and 
not labor psychology or Washington 
backrooming, should take eagerly to 
the goldfish-bowl existence of the mod- 
em corporation. For a while, Alcoa 
used drumbeater Carl Byoir, who pro- 
tested so loudly and so well for A & P 
against the anti-trust brigade of the 
Justice Department. But in eight years 
Byoir failed to dislodge the public-rela- 
tions-unconscious attitude of “act well, 
and let people talk.” From a PR stand- 
point the giant was indeed gun-shy. 

In this sense, gunshy is still the word 
for Alcoa and for quiet, statesmanlike 
Irving White (“Chief”) Wilson, now 
rounding out his fifth month as presi- 
dent. And the greatest planter of in- 
hibitions—not only to Alcoa’s public re- 
lations but to its physical growth and 
efficiency—is, as Wilson has good rea- 
son to know, the U.S. government. 


Lumps in the craw 


Wilson was broken in as Alcoa 
spokesman by Chairman Davis during 
anti-trust actions, war. plant disposal 
hearings, and patent assignments scat- 
tered over the last 14 years. Last Feb- 
ruary, with Davis in Floridian semi- 
retirement, Wilson soloed as the corpor- 
ation’s chief witness at Representative 
Emanuel Celler’s House Judiciary Com- 
mittee “monopoly” hearings. With 
Kaiser and Reynolds producing half the 
country’s virgin pig, the old “monop- 
oly” cry on aluminum was changed to 
“trilopoly.”. And Brooklyn Democrat 
Celler dismissed Pittsburgh Republican 
Wilson with, “I am very much im- 
pressed with your personality and with 
your thorough knowledge of this in- 
dustry.” But the verbal curtsies didn’t 
remove these bitter lumps from Wil- 
son's, and Alcoa’s craw: 


August 15, 1951 








GROTEFEND: 


VIEW FROM EDGEWATER: 
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Lump: five years before the anti-trust 
suit was closed (in 1950), Washing- 
ton’s lance-tilters used “pressure” to 
roll Alcoa down to size. The giant’s 
leases on four plants built and baptized 
by Wilson himself* were broken by 
Surplus Property Administrator Stuart 
Symington on the technicality that 
Aleoa’s production fell below 40% of 
rated capacity. Afraid that lease litiga- 
tion would prejudice its case in the 
anti-trust action, Alcoa did not contest. 

Lump: The Hurricane Creek plant 
was valueless without Alcoa’s patents 
on a process to convert low-grade Ar- 
kansas bauxite. Without such patents, 
the U.S. couldn’t “sell” Reynolds Metals 
the plant. Alcoa was willing to come 
across — for a consideration. Wrote 
Chairman Davis to Attorney General 
Tom Clark: “if . . . a competitor is 
found and he needs the benefit of 
Alcoa’s manufacturing ‘know-how’ in 
his early operations, Alcoa will supply 
on reasonable terms whatever ‘know- 
how’ he needs.” This kind of business 
talk brought “Stew” Symington to an 
enraged boil. The Surplus Property- 
man threatened to lease plants and pat- 
ents regardless of Alcoa’s legal rights, 

*Hurricane Creek, Arkansas, which con- 
verts bauxite to aluminum oxide; Jones 
Mills, Arkansas, Troutdale, Oregon, and 
Spokane, Washington, which convert alum- 
inum oxide to aluminum pig. 


HUDDLESTON: 


also brandished the whip of ruinous 
publicity. Alcoa released its licenses 
free of royalty. 

Lump: By its pig-headed insistence 
on virgin pig for the defense stockpile, 
the Munitions Board has created a 
needless labor problem for Alcoa (and 
for Reynolds and Kaiser too). Stockpil- 
ing of raw aluminum (instead of semi- 
finished sheets and rods) means lay- 
offs for independent fabricators as well 
as for Alcoa’s 17 metalworking plants 
from Edgewater to Vancouver. The 
North Plant at Alcoa City laid off 1,054 
men in the 10 months ending last July 
1, with more to follow, probably, in 
the fall. Edgewater, with a normal 
force of 2,600, laid off 286 last spring. 
The problem is even more acute at 
New Kensington (Pa.), the “Aluminum 
City” where the first strip sheet was 
rolled out before the turn of the cen- 
tury, and where an all-aluminum ranch 
house squats as a silvery symbol of the 
industry's future. (Another symbol, 
Alcoa’s a-building Pittsburgh skyscraper 
will have to wait for the aluminum fac- 
ing on its first six floors.) 

Lump: In last year’s “almost-final” 
disposition of the anti-trust charges, 
Federal Judge John Knox denied the 
government’s petition for divestiture, 
but kept the case open and Alcoa on 
tenterhooks for five years more until 
the court could get “well-founded as- 





not sure by any dam site 





surance that in future years competi- 
tive conditions . . . will prevail in the 
domestic aluminum industry.” 

Lump: Washington’s power hunger 
has created a bottleneck in the most im- 
portant ingredient of aluminum reduc- 
tion. Testified Wilson: “. . . practically 
all of industry is denied . . . the right 
to make its own power requirements 
available . . . because potential power 
developments . . . have been practically 
preempted by the Government.” Under 
the Federal Power Act, the Government 
not only “may take away a project 
from the developer . . . 50 years from 
the time of license,” but “they [gov- 
ernment] may shorten that period.” 
Also, “. . . you never know . . . whether 
they can take this project away from 
you with no payment whatsoever .. . 
all of which makes an impossible sit- 
uation for an industry to accept a li- 
cense under the Federal Power Act.” 


Alcoa owns a promising location for 
a dam-created lake on the Little Ten- 
nessee 18 miles below the North Caro- 
lina line. Its lawyers can’t give the 
green light for construction with fed- 
eral confiscation possible at any time. 
Alcoa isn’t sure of its rights by any dam 
site. 


Aluminum’s General Motors? 

Having taken their lumps like gen- 
tlemen, Wilson & Co. are now pro- 
ceeding to become the General Motors 
of a competitive aluminum industry 
with Reynolds and Kaiser as _ the 
Chrysler and Ford, plus whatever “in- 
dependents” the NSRB can lure into 
the ingot-smelting side of the business. 
Although Alcoa will keep its share of 
primary capacity well under 50% of the 
nation’s total, its marketing and fabri- 
cating may eventually lead all the rest 
in long-range profit potentials. 

The first of these conditions is, in 


Judge Knox’s words, “assured” by the ™ 


fact that Alcoa has been awarded only 
240,000,000 pounds of the defense pro- 
gram’s billion-pound expansion. Kaiser 
and Reynolds get 200,000,000 pounds 
apiece, and independents (if they can 
be found and “sold”) the rest. Exclud- 
ing the high-cost facilities Alcoa is now 
operating to add to the stockpile, the 
new program will leave the giant with 
979.5 million pounds of capacity 
(40%), Reynolds 668 million (28%), 
Kaiser 549 million (22%), and the Lord 
knows who with the remaining quarter 
million pounds (10%). 

The second is, of course, more dif_- 
cult to assess. If the U. S. continues to 
stash away 300,000,000 pounds of 
virgin pig every year, it will be 1953 
or 1954 before anything like a buyer's 
market develops in aluminum. The Big 
Three will then line up about like this: 

Power: By 1953, Alcoa’s new smel- 


SYMINGTON AND WILSON: (1946): verbal curtsies and bitter lumps 


ter at Wenatchee, Washington (170,- 
000,000 pounds capacity) will have 
the benefit of 2%-mill kilowatt hours 
from Chelan County’s Rock Island 
Dam. The other new capacity—70,000,- 
000 pounds at Point Comfort on the 
Texas Gulf Coast—will have 3-4 mill 
power from Alcoa’s own generators, 
powered by natural gas from its own 
Lavaca pipelines. Half of Alcoa's 
power needs in Tennessee are gen- 
erated by its own units, at about 2¢ 
per pound of aluminum, or 2 mills per 
kwh. The other half comes from TVA 
at slightly higher rates, on a contract 
which doesn’t run out until 1962. The 
company’s Vancouver plant (152,200,- 
000 pounds) gets power at the 2%-mill 
rate from Bonneville Power Admin- 
istration. 

Kaiser's pot rooms at Spokane and 
Tacoma also get their power from BPA 
at the 2%-mill rate. Its exclusive de- 
pendence on purchased power, how- 
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ALUMINUM HOUSE: it will wait 


ever, may give trouble when (not if) 
the public administration raises its in- 
dustrial rate, as it is now doing in the 
Tennessee valley. 

Reynolds gets 2%-mill Bonneville 
power for its Troutdale (Oregon) and 
Longview (Washington) reduction 
plants. Power for Jones Mills (Arkan- 
sas) comes from Arkansas P & L, at 
contract rates around 3 mills. Its Lis- 
terhill, Alabama smelter has been us- 
ing TVA electricity at 3.12 mills, a 
rate which will balloon after its con- 
tract expires this year. TVA power is 
being generally up-priced by 15%, with 
some irregular contractees paying as 
much as 6 mills per kwh. 


Better protected 

In transportation of bauxite, Alcoa, 
with its own rail and ship lines, is bet- 
ter protected than its war-made com- 
petitors. Kaiser presently gets his 
bauxite on contract from Alcoa: both 
he and Reynolds have high-grade ore 
sources in Jamaica which are still in 
process of development. In the pro- 
duction of carbon electrodes Alcoa, 
with its own plant, undercuts not only 
Kaiser and Reynolds but Canada’s 
Aluminium Company as well. Because 
power and labor are dirt-cheap in Can- 
ada, Aluminium, Ltd., spends only 
half a cent per pound of aluminum 
on power. With lower manufacturing 
costs, this brings its net cost per pound 
to about 8 cents, compared to 10.5 for 
Alcoa, 11.0 for Reynolds, and 11.5 for 
Kaiser. To erase any threat to com- 
petition among its own Big Three, the 
U. S. has set up a 1%¢ tariff barrier, has 
even refused to buy an offered 440,- 
000,000 pounds from Aluminium Ltd. 
at 16.5¢, compared to the market price 
of 18¢. ; 

There is as much profit in fabrication, 
however, as in basic pig production, 
and Alcoa has its advantages in this 
phase too. In return for guaranteeing 
the sale of the added billion pounds of 
pig per year, the U. S. has insisted that 
25% of the additional aluminum be 
sold to independent fabricators (i.¢. 
small business) for 10 years. Alcoa has 
been selling almost a quarter of its pig 
to secondary fabricators anyway, but for 
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Reynolds and Kaiser who, by and large, 
have been rolling their own, the pro- 
viso may cramp their style a bit. 
Davis and Wilson have been quicker 
to perceive the aluminum lining in their 
cloud than they were after War II, 
when they thought there was too much 
war-built capacity for the peacetime 
market. Their debt limit has been up- 
ped from $200 million to $500 million 
(all the current expansion will be pri- 
vately financed) and Alcoa is casting 
about for new cheap-power frontiers 
(in particular, its thoughts are running 
to Alaska). If the price per pound can 
be kept down (and unless the U.S. ar- 
bitrarily inflates it to get more “compe- 
tition” into the industry, Alcoa can 
keep it down), the aluminum market 
will certainly widen like ripples in a 
pond. In many applications it has come 
into price competition with other met- 
als (ACSR high-tension cable costs 
$99.87 per mile, v. $158.76 for com- 
parable copper line; aluminum roofing 
costs 75% more than galvanized steel 
initially, but is cheaper—non-rusting—in 
the long run; in windows, rainpipe, 
garage doors, table edging, and collaps- 
ible tooth paste tubes, aluminum has 
won initial acceptance and can antici- 
pate a fatter slice of the market when- 
ever the pig is available for fabrication. 


Situation in sight 


Wall Street, lately beside itself in 
“growth entity” enthusiasm, hasn’t lost 
sight of Alcoa’s situation. Before the 
anti-trust door was half-shut last year, 
Alcoa common sold at 50%, about at 
book value. After Judge Knox handed 
down his ambiguous pat on the head, 
the market price went to the neighbor- 
hood of 70 (book value last December 
was around 59). With a doubling of 
long-term debt (which will bring the 





TRILOPOLY INQUISITOR: 
from the federal Celler. ... 
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ALCOA MARKET HISTORY: yearly 
market midpoints of Alcoa (solid line), 
Reynolds Metals (dotted line), Kaiser 
Aluminum & Chemical (dash line). 


servicing charge to around $11 million, 
as much as the present dividend) and 
five years of amortization ahead on 
$230 million worth of new plant, the 
profit ratio (last year, before taxes: 
19.1%) hardly seems due to increase. 

Unlike many another expander, 
Alcoa has refused to dilute its closely- 
held equity by stock offerings (though 
new shares would undoubtedly find 
buyers in the 1951 market). Thus, ex- 
pansion expense would seem to pre- 
clude any immediate profit bulge. But 
as a long-term bet, aluminum in gen- 
eral and Alcoa in particular is no long 
shot. 

Over the nearer term, moreover, 
gun-shy Wilson (who had to be talked 
into allowing Modern Metals to write 
him up last December as its “man of 
the year”) is still, in his own words, 
“disgusted in spots.” One spot: the con- 
tract with the U.S. which specified 5- 
year amortization of all the expansion 
program facilities. After the contract 
was signed, Alcoa was advised that cer- 
tain terms were not to be adhered to 
on the Government's part; the amortiza- 
tion allowance was reduced to 80%. 
Asked by one Celler committeeman 
whether the Government “had a right 
under the contract to rescind,” Wilson 
retorted pointedly, “I am not sure of 
what rights one’s sovereign government 
has, but they have procedures and abil- 
ity to make it effective anyway.” 


A matter of morale 

One of Wilson’s biggest presidential 
problems is to repair the damage done 
to top-echelon morale by 15 years of 
federal hound-dogging. Smeared with 


- the spittle of the idiot planners, his 


managerial corps is more aware than 
most of the fact that persecution fol- 
lows bigness and success. The obvious 
—and only—antidote is wide public ac- 
ceptance not only for aluminum but 
for the Alcoans who make it. In all the 
literature on the monopoly inquisitions, 
for example, there isn’t a single analysis 
of the case from Alcoa’s perspective; 





* That is, 1/60th of cost of capital fa- 
cilities was to be written off as expense, 
each month. 
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most of the books were written by pro- 
fessors anxious to demonstrate the evils 
of monopoly in black-and-white terms. 
A company-sponsored history (“Alcoa 
—an American Enterprise”) will be 
published next month. 


One against another 


There may also develop a problem 
of morale on the plant floor. Most of 
Alcoa’s 48,893 workers are affiliated 
with the CIO Steelworkers, who can 
be expected to play off one aluminum 
company against another, now that the 
Big One has given way to a Big Three. 
Their case: aluminum manufacturing 
workers—whose stampers, rod extruders, 
dies and rolling mills are practically in- 
distinguishable from steelmaking equip- 
ment—have a lower hourly average 
($1.59) than steelmen ($1.94). Until 
now, management could argue that 
aluminum had to carve its cut of the 
metals market with low prices. During 
times of defense production, arguments 
like these lose their supply-and-demand 
validity. Last June 11, 2,400 workers 
at Alcoa’s Cleveland forging plant (who 
affiliate with CIO’s: Auto Workers) 
struck for a 3-cents-an-hour raise to be 
retroactive to last December. In nego- 
tiating differences of this sort, Alcoa’s 
works managers are hobbled by lack 
of autonomy in matters concerning 
labor. 

At Edgewater, for example, person- 
nel man Phil Osborne (who started as 


a shipping clerk in 1935, has worked 








ALCOA’S SKYSCRAPER: 
. . . into the competitive stratosphere 











only for Alcoa and the U. S. Air Corps) 
does no on-the-ground contracting with 
the local. At contract-renewal time each 
year, Osborne, the local’s chief, and their 
prototypes at the other Alcoa plants all 
converge on Pittsburgh, where big guns 
like CIO’s Phil Murray and Alcoa’s R. 
K. Heineman settle the terms for every- 
body. Under this formalized, central- 
ized setup, the worker-manager rela- 
tionship is apt to become less of a per- 
son-to-person matter and more of quasi- 
ideological tug of war. This in turn 
means taps for the old-timer loyalty 
which led sheet-inspector Tom James to 
have himself buried (in 1949) in the 
private cemetery nestled behind the 
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EDGEWATER PLANT AND GRAVE- 
YARD: taps for the Tom Jameses! 


L-shaped Edgewater plant where he 


had worked for 34 years. 

Last January irascible Arthur Vining 
Davis decided his big house at Coral 
Gables, Florida, was too close to the 
highway. With permission of the local 
highway commission, Davis bought 
land across the road, built a new curve 
into the highway, doubled the distance 
from his mansion to the roadside wall 
which screens it from motorists. 

Meanwhile, in worried, workaday 
Pittsburgh, his protegé Irving W. Wil- 
son has a different moving job—to bring 
Alcoa’s house to the side of the road, 
where it can look less like a private 
recluse, more like a friend to man. 


WALL STREET COMES ACROSS 


“Let us plan your portfolio,” advertise the brokers; 


FORBES took them up, found they weren’t bluffing 


Eacu of the seven ads reproduced with 
this story is a broker’s no-obligation of- 
fer to “review your portfolio.” Are 
these merely lead-getting gimmicks—or 
are they genuine tenders of service to 
small investors? 

Writing on plain stationery, a ForBEs 
editor sent the identical letter to each 
brokerage house. Each letter quoted 
the advertisement, and went on: 

“.. + My wife has just inherited $12,- 
000 from her late mother’s estate, and 
has asked me to put the money to work 
for her, so as to provide as much an- 
nual income and capital increase as is 
consistent with preservation of the orig- 
inal amount. 

“I'd be grateful for any suggested 
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program you can supply for the above 
amount. 


Yours very truly, 


All seven letters were posted on the 
same date from Roslyn Heights, Long 
Island, home of the ForseEs editor. 

Although no two brokers offered the 
same solution to this investment prob- 
lem, all seven in effect were willing to 
put their research department where 
their advertising mouth is. Here are the 
seven case histories: 


Broker +1: Andrews, Mahoney 
and Andrews 


This firm is a “neighborhood broker,” 
with offices at-Mineola, county seat of 
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ANDREWS, MAHONEY & ANDREWS: a mutual interest proposition 
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Nassau County, and about. four miles 
from the respondent’s home village. Its 
“ad” was a direct-mail piece with an 
attached business reply card (see cut). 
In the interest of uniformity, the stand- 
ard letter was mailed in lieu of the 
postage-free card, and the answer 
came, by phone, the very next morning 
at 11:00 A.M. Caller was Dick Ma- 
honey, one of the firm’s three partners. 
Mahoney said he had two alternate so- 
lutions to the problem of investing 
$12,000, offered to call at the writer's 
home to explain the advantages of each. 
An appointment was made for a week- 
day evening. 

Promptly at 8:00 P.M. on the sched- 
uled date, Mahoney, a neatly-gabar- 
dined, thirtyish man who looks like 
Jerry Lester, appeared at the front door 
with a thick, loose-leafed notebook. 
Mahoney suggested the $12,000 be in- 
vested in one of two mutual funds, Com- 
monwealth or Fundamental. The first, 
he explained, is a “balanced fund” in- 
cluding bonds and preferreds as well 
as common stocks, giving it some de- 
fensive characteristics in a declining 
market. “Some people,” he went on, 
“don’t like the idea of putting all their 
money into common stocks—they don't 
feel safe.” The second fund, he went 
on, included all common stocks, which 
gave it greater income and appreciation 
possibilities. 

Asked why he recommended these 
particular funds, Mahoney produced 
clips from financial publications citing 
yields of the various balanced, com- 
mon, and specialized funds, pointed 
out that Fundamental and Common- 


‘wealth had shown the greatest capital 


increase over a 10-year period in their 
respective categories. He explained the 
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SUTRO BROS. & Co 


Est. 1896 


Members New York Steck, Curb 
and all Principal Exchanges 


120 Broadway, New York 5 
Telephone REctor 2-7348 


SUTRO: heavy on gas and oil 


principle of diversification, went over 
the portfolio represented by each fund, 
and exhibited reprints of articles prais- 
ing the managements, of the funds 
named (among others). Mahoney also 
went over a list of 18 or 20 blue-chip 
issues, including General Motors, Gen- 
eral Electric, Standard Oil of New Jer- 
sey, AT&T, and other investment 
stocks. Fundamental, his figures showed, 
would have yielded greater capital 
gains over the past 17 years than any 
of the blue chips, with the exception 
of Jersey Standard. 

Mahoney’s patient, factual recital of 
mutual fund advantages lasted about 
45 minutes. The would-be-investor then 
asked about commissions, and was 
quoted the load charges on both funds 
(8%% for Fundamental, 8% for Com- 
monwealth). Any other charges? Yes, 
said the Mineola broker, and described 
Fundamental’s operating deductions of 
% of 1% per quarter. How did these 
charges compare with commissions on 
issues bought direct? “Well,” came the 
answer, “it would cost you $875 in 
charges to buy $10,000 worth of Fund- 
amental shares. If you buy that amount 
of securities in your own name, com- 
missions would come to around $100, 
plus a negligible amount for taxes.” 

“However,” he went on quickly, “in 
the long run you'd probably want to 
sell some of your shares every year or 
so and buy others, which would cost 2% 
each time, 1% to sell and another 1% 
to buy. With mutual shares, there’d be 


August 15, 1951 





no occasion to review the portfolio pe- 
riodically.” Doesn’t the investor pay 
for this service anyway, via the loading 
charges and operating deductions? 
“Yes, but you have the advantage of 
professional management of your mon- 
ey. You don’t have to look at the pa- 
per every day, don’t have to worry; 
you get your dividend check every 
quarter all in one lump. And no mutual 
fund has ever missed a dividend.” 
How about Mahoney’s other custom- 
ers? Did they go for mutual shares too? 
“Some of them do, some of them don't,” 
came the answer. “Some of my well- 
heeled customers like to call in, ask 
how the market's going, and trade in 
and out. One of my accounts owns a 
restaurant where the children of 
wealthy men sometimes drop in. He 
listens to what they say about their 
fathers playing the market. If he hears 
one say ‘My dad bought some Ana- 
conda the other day,’ he calls me up, 
puts a few thousand dollars into Ana- 
conda. But that’s no way to invest.” 
By this time an hour and 10 min- 
utes were gone. Mahoney offered to 
leave folders on whichever fund seemed 
more interesting. ForBes’ editor said 
he’d like to look over the Fundamental 
literature, thanked him and said good- 
night. Mahoney made no effort to press 
for a decision, answered he'd be glad 
to supply further information any time, 


and left. 


Broker +2: Sutro Bros. Co. 
This 120 Broadway house answered 


our editor’s “anonymous” inquiry by let- 
ter postmarked July 9th. The letter was 
signed by Morton Grayson, manager 
of Sutro’s research department, en- 
closed the information card required of 
all new accounts and a self-addressed 
stamped envelope. Grayson also en- 
closed a typed “suggested program for 
approximately $12,000.” The program: 
30 shs. Amer. Natural Gas. 32 
25 shs. Bethlehem Steel... 50 
100 shs. Columbia Gas Sys. 13% 
25 shs. General Electric .. 55 
25 shs. Liggett Myers 
Tobacco ......-. 68 
100 shs. Long Island Ltg... 15 
50 shs. National Distillers . 33 
30 shs. Sinclair Oil ...... 40 
25 shs. Standard Oil of N.J. 62 


The suggested portfolio showed indi- 
cated annual dividend per share for 
each issue, together with the indicated 
dividend return in dollars and com- 
puted yield. The principal investment 
totaled $12,535, with an indicated dol- 
lar return of $765.50, or 6.1%. 

Grayson’s letter added: 

“Should you desire to discuss the in- 
dividual merits of the securities sug- 
gested, I would be glad to do the same 
either in person or over the telephone.” 


i7 


Broker +3: Kidder, Peabody 


The reply from this firm came from 
its Mutual Funds Department, 10 East 
45th Street, New York, postmarked 
July 10th. It was signed by C. Richard 
MacGrath, who said in part: 


“Considering the dollar amount in- 
herited by Mrs. -———— , I would rec- 
ommend Mutual Funds rather than at- 
tempting to select individual issues.” 
He went on to credit the mutuals with 
the “three ingredients of investment 
success—careful selection, broad diversi- 
fication and continual supervision,” and 
recommended the investment of equal 
amounts in Fundamental Investors, de- 
scribed as a “growth type of fund,” and 
Broad Street Investing Company, “to 
provide as high a return as possible 
commensurate with reasonable safety 
of principal.” 

Enclosed were seven folders and 
prospectuses on the two funds, two 
Kidder booklets (“Why we recommend 
Mutual Fund Shares” and “Invest your 
surplus funds the mutual way”), an 
order form and a business reply en- 
velope. : 


“When you have the opportunity,” 
concluded Mr. MacGrath, “I shall be 
pleased to hear from you and arrange 
a convenient appointment so that we 
can discuss the above more fully.” 


Broker +4: Sulzbacher, Granger 


Mr. John L. Gann replied for this 
111 Broadway firm under date of July 
10th: 

“It is very difficult to suggest a pro- 
gram without having an opportunity to 
discuss with the investor his basic fi- 
nancial position, such matters as the 
amount of life insurance carried and 
the amount of emergency cash being 


Start Your 
PERSONAL INCOME PLAN — 


Now! 


* Everyone is talking about pensions these days. But 
perhaps you are not eligible for this type of retirement income, 
or maybe your present plans do not provide for adequate in- 
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KIDDER, PEABODY: three ingredients 








maintained. Present income, the age 
and personal status of the individual all 
should be considered. 

“In view of the above, the suggested 
portfolio indicated below is based com- 
pletely on the assumption that such 
matters as insurance and emergency 
funds are well taken care of, and that 
there is a normal source of income ex- 
clusive of the investment income to 
take care of the family needs. 

“The program that is attached con- 
sists of only five securities. Of these, all 
except New York, Chicago & St. Louis 
Pfd. have a long record of earnings and 
dividends, and are not selling at his- 
torically high price levels. In all cases, 
in my opinion, income is good and the 
management extremely competent. 

“However, in view of the basic un- 
certainties of the present times, I felt 
that it might be wise to tie up some 
funds on just a temporary basis so that 
a little later on they would have to be 
reinvested, and the reinvestment would 
then be made in the light of changed 
circumstances that may exist. 

“It is expected that the New York, 
Chicago & St. Louis Pfd. will be called 
at 110 a share (the call price) between 
now and the end of the year. The stock- 
holders have already authorized this 
and the matter is just awaiting the ap- 
proval of the ICC. In the meantime, 
the regular quarterly dividend will be 
paid. This investment gives an overall 
yield at this price of about 5.3% and, 
when called at 110, will produce a 
moderate profit. It is quite likely that 
this will be called in the early part of 
the Fall of this year. The dividend is 
well covered by earnings as you can 
see on the enclosed guide report, and 
it looks to be a good medium for the 
temporary investment of funds.” 


Mr. Gann’s list comprised: 


50 shs. Associated Invest. .. 50 
50 shs. International Nickel. 34 
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SULZBACHER: “basic uncertainties” 


50 shs. Standard Oil of Ohio 35 
20 shs. N.Y.Chi.&St.Lo.Pfd . 105 
Dividend income and yield were shown 
for each issue. The total cost approxi- 
mated $11,150, with an income of $725 

or 6.5%. 

Also enclosed were Standard & Poor's 
guide cards for each issue and an ac- 
count application form. “The opening 
of such an account,” concluded Mr. 
Gann, “involves no cost or obligation on 
your part, but merely puts us in a posi- 
tion to serve you should you decide to 
make any trades with us.” 


BROKER +5: E, F. Hutton 

Writing from the 61 Broadway office, 
on July 10 Mr. Donald R. Goodell gave 
this advice: 

“As we see it, the initial planning of 
an investment program involves con- 
sideration of the means by which one 
expects to cope with change rather 
than with the specific securities which 
one might buy. Change is the one real 
certainty about investment, and wheth- 
er one is thinking in terms of avoiding 
adverse change, or of benefiting from 
favorable change, it should be allowed 
for. 

“The ready-made solution to this 
problem is the investment trust, or 
what is now referred to as a mutual 
fund. In simple terms, a mutual fund 
is an arrangement whereby various in- 
vestors who for various reasons decide 
that they do not want to attempt to 
struggle with changes pool their re- 
sources, and hire professional invest- 
ment people to do this for them. Nat- 
urally, these professionals are hedged 
around with various laws and proced- 
ures which protect the fund owners, 
but also hamper results, and, therefore, 
such funds do not accomplish anything 
spectacular. In fact, when the new in- 
vestor begins to study them he finds 
that his immediate rewards in terms of 
expected income is smaller than he 
might get by buying some of the stand- 
ard industrial and utility stocks, and 
that for a time he is not likely to get 
more appreciation than a cross-section 
of the market might give him. 

“However, my observation is that 
when the results of the investor who 
tries to keep his money constantly work- 
ing for dividends and gives little atten- 
tion to the relative differences in price- 
value relationships which develop in 
the market from time to time are com- 
pared with those of selected mutual 
funds on the basis of ten or so years of 
performance, the mutual fund is al- 
most invariably the winner, and usu- 
ally by a wide margin. 

“We here work with clients on this 
problem of change. However, we do 
not believe in having all, or a large 
part, of a capital fund working common 
stocks at all times, particularly when 
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there is considerable emphasis on get- 
ting a good capital gain result. This 
would apply to the present situation. 
Moreover, it seems to us reasonable to 
select for current purchases stocks 
which offer protective characteristics 
for the most part. For example, we 
would think of a current program for 
you as follows: 


25 General Motors 
7 100 Canada Dry G. A...... 11K - 

15 Phillips Petroleum (Old) 86 
>100 Southern Co. ......... 11% 


[Extension of these amounts at indi- 
cated dividends showed an indicated | 
annual income of $327.50 on an in- 
vestment of $4,825, a yield of 6.7%— 
Ed.] 

“Standard ¢& Poor's guide cards are 
enclosed on these issues. 

“We would be inclined to retain for 
the present the rest of the fund for 
later use.” 


Broker +6: Thomson & 
McKinnon 


Mr. Ira M. Danburg of this 11 Wall 
Street house replied on July 10th: 

. we have prepared for your con- 
sideration the attached investment port- 
folio, which we feel amply meet the 
qualifications as set forth in your letter. 

“If we may be of further assistance 
please feel free to call upon us.” 
The portfolio listed: 


60 Curtiss-Wright Class “A”. 24 
60 Public Service E & G 


Ff ee ree 25 
50 Anchor Hocking Glass... 28 
TS ee EI +5. iin 9 vin0e 000 19 


60 Commercial Solvents ... 26 
80 Diamond Match 
45 Int'l Minerals ¢ Chem... 32 
100 Pitney-Bowes, Inc....... 16 
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HUTTON: “one real certainty” 
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LARGE or SMALL 
your business Is important 





Some investors fail to avail themselves of the broad 
facilities a well-staffed brokerage firm can offer, be- 
cause they feel their business is “too small.” 

We want to correct this impression as far as we 
are concerned. Whether you have small or large 
funds to invest, you'll get thoughtful, personal serv- 
ice at Thomson & McKinnon. 

We never forget that this kind of service has built 
our business. We believe it is also the reason why 
our Customers stay with us. Most of our transactions 
are for old customers, many of whom have relied 
upon us for years. 

Write Dept. C-27 for our booklet 
“Serving the Investor” 


THOMSON & MSKINNON 


BROKERS IN SECURITIES AND COMMODITIES 
11 Wall Street, New York 
Uptown Office: Waldorf-Astoria Hor@l 


T & M: “welll suaeal dividends” 


Indicated dividends, dollar income, 
and yields were shown for each issue; 
total cost of $11,955 carried an esti- 
mated income of $760, a yield of 6.36%. 

The proposed portfolio, according to 
a qualifying note, was “governed by 
the following considerations”: 

1. The cyclical industrial trend and 
the existing international situation. 

2. Proven earning power regardless 
of “war or peace.” 

3. Well secured dividends. 

4. Favorable long-term growth po- 
tentials. 

Also enclosed was a T&M “special 
report” on Argo Oil, together with 
S. & P. guide cards for the other issues. 


Broker +7: Merrill Lynch, 
Pierce, Fenner & Beane 


Merrill Lynch’s answer, dated July 
llth, was signed by Mr. David L. 
Chandler, and read in part: 

“Your objective . . . can best be at- 
tained through careful selection of 
equities in better situated industries 
and by diversification into several rep- 
resentative issues. I am having the Re- 
search Department in conjunction with 
: the Portfolio Advisory Service make 
up a portfolio tailored along the lines 
you stipulated. 

“A personal appointment would seem 
advisable and prudent and I would be 
happy to arrange a definite date... .” 

Mr. Chandler’s envelope’ also con- 
tained the May, 1951 issue of MLPF & 
B’s “Security and Industry Survey,” a 
48-page analysis of stocks in 31 indus- 
tries divided into “investment type,” 
“liberal income,” “good quality: wider 
price movement” and “speculative” 
categories. Also included was a 32-page 
book entitled “Railroads 1951,” analyz- 





ing 40 rail stocks, and Merrill Lynch 
“Stock Appraisal Sheets” on American 
Airlines, F. W. Woolworth, National 
Distillers, North American Company 
and Public Service Electric & Gas. 
Three days later Mr. Oliver V. Lee 
of Merrill Lynch’s Securities Research 
Division sent the following portfolio: 


100 shs. Pub Serv Elec & Gas 23 
60 shs. Congoleum Nairn .. 27 
50 shs. Anaconda Copper .. 39 
50 shs. Bendix Aviation ... 48 
50 shs. Union Oil Calif.... 35 


60 shs. 


The list added up to an expenditure of 
exactly $12,000, giving an indicated 
annual dividend of $971, or 8.1%. Mr. 
Lee’s program was accompanied by 
this letter: 

“, . . we have been very glad to pre- 
pare suggestions for you to invest $12,- 
000 cash. Mr. Chandler said that you 


. would like to have as much annual in- 


come and capital increase as would be 
consistent with preservation of the orig- 
inal amount. We understand that you 
have sufficient reserves, indicating that 
you are quite willing to place this mon- 
ey in common stocks. We say this, be- 
cause we like to emphasize the impor- 
tance of a balanced position. 

“The program we have prepared for 
you is outlined on the attached page. 
Perhaps you may know something 
about these companies as they are 
among the leaders in their fields, but 
we thought you would like to read the 
attached reports. They briefly explain 
why we like each situation and give 
some interesting background mate- 
rial. ... 

“We have aimed to give you, among 
other things, fairly broad diversifica- 
tion. The industries in which you would 
have interest would be electric and gas 
utility, hard floor covering, copper, 
automotive equipment, oil and meat 
products. So far as we can see, they 
all have favorable prospects. 

“As Mr. Chandler may have told you, 
our attitude toward the stock market 
has been cautious for some time, be- 
cause of the many uncertainties. This 
does not mean we are wholly bearish, 
however, for such is not the case. We 
think there is ample justification for 
buying and holding attractive common 
stocks like these where the investor is 
more interested in long-term investment 
fundamentals than trading opportun- 


ities. 


“As we feel sure you realize, no 


common stocks should be put away and 
forgotten. On the contrary, they should 
be reviewed fairly often in order to 
keep abreast of the times. We would 
be glad to review your list say about 
once every six months to a year, or 
whenever you prefer. There is no 
charge for this service. 
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Sure We Stay Open- 
on Saturday! 


Nobody likes to work on Saturday, we know. 
Particularly in summer. 

But after all, our business ie built on service. 
On making our time, information, and facilities 
as available as possible to anyone who's inter- 
ested in stocks, bonds, or commodities, 

That's why—just as a matter of public service— 
we have decided to stay open every Saturday to— 
© Take orders in listed and unlisted securities. 


e Give you all the facts we can about particular 
securities .. . discuss your entire portfolio— 
or suggest possibilities for improvement. 

e Handle your executions and bring you news 
and prices from the Chicago Board of Trade 
and the other commodity exchanges that 
stay open on Saturday. 

If these services can be helpful to you, re- 
member: They'll be available here, all summer 
on Saturdays- 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


70 PINE STREET NEW YORK 5, N. Y. 
Telephone: WHitehall 4-1212 


$75 Mapison Ave,{57th St.) one Broapway (38th St} 
Tel: MUrray Hill | 1: LOngacre 4-3553 i] 
=. | 


Newark: 744 Broad Se—1 St.—Tel: MArket 3-8300 
Stamford: 80 West Park Place—Tel: 4-7355 








MLPF & B: “not... dell he bearish” 

“All you would need to do is ask Mr. 
Chandler and he would place the re- 
sources of our Securities Research Divi- 
sion at your disposal.” 

Included in Merrill Lynch’s second 
package were stock appraisal sheets on 
the six issues recommended in the port- 
folio, and additional copies of the May, 
1951 “Security and Industry Survey” 
and the book, “Railroads 1951.” 


GRAY MARKETING 


“SALAM ALakuM!” Arabian for Peace 
unto you,” this greeting comes to Amer- 
ica via Gray Audograph from explorer 
Wendell Phillips, currently searching 
for ancient manuscripts in the depths 
of Wadi Beihan, South Arabia. Audo- 
gram reports of Phillips’ discoveries are 
then recorded on discs and flown to 
the expedition’s battery of backers. To 
play the disc, a Gray Audograph is 
essential. 

Promoter of this low pressure selling 
is ex-infantry Major Walter E. Ditmars 
(his office is papered with pix of Gen- 
erals and Admirals) who is steering 
Gray Audograph through the biggest 
selling spree of its short life. President 
Ditmars, who has had a checkerboard 
selling career (dairy products, stocks 
and bonds, dry ice) discovered the dy- 
ing Gray Manufacturing Company in 
1938, nursed it through wartime pro- 
duction of gun parts and radar assem- 
blies, then tenderly guided it to the 
Fountain of Youth: the money-making 
Audograph. Thirteen years ago, middle- 
aged Gray (founded in 1888) was flat 
on its electrical back, having been 
stripped of its telephone pay-station 
patent rights by Western Electric Co. 
(W.E. had set up rival pay-stations man- 
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GRAY’S DITMARS: 
blithely, on a platter 


ufacturing in 1934. Gray lost a long 
suit for patent infringement, then 
dropped out of sight faster than a buf- 
falo nickel down one of its own slots.) 

But speculator Ditmars, who had 
been buying up Gray stock, saw a clear 
current through all the high voltage. He 
moved into the old white building on 
the edge of early-American Hartford, 
Conn., and went to work with a will to 
give Gray Mfg. much-needed artificial 
respiration. Substantial orders were suc- 
cessfully negotiated at Washington dur- 
ing the war. By war's end, salesman 
Ditmars was ready to push into the 
dictation and transcription field, got 
more working “apital through the sale 
of the lifeles. telephone business for 
$700,000, sailed off blithely on an 
Audograph platter. But 1946 turned 
out to be more loss than blithe. 
1947 only slightly blithe. Market in- 
vasion expenses during 1948 chalked 
up a healthy deficit of $218 thousand 
for the year. The plague years ended 
in 1949, when profits hit $152 thousand 
(sales: $8 million). Last year they 
jumped to $397 thousand (sales: $4.2 
million). This year Audograph is click- 
ing off sales at 50% above ’50. 

From a 1947 position that was more 
out of the running than in, Gray had 
galloped up to a strong second spot by 
the end of 1950, is treating industry- 
leader Dictaphone Corporation to some 
hot breath. 

For nearly 50 years, Dictaphone and 
Edison had a corner on the market dic- 
tation machine market, now $18 million 
a year. Now that the days of easy and 
profitable division are over, that infant 
Audograph is a great bouncing baby 
sucking on a solid silver spoon. 

The secret of Ditmar’s try-and-stop- 
me invasion is a furious distribution 
fight with no holds barred. By under- 
selling all competitors and last-word 
improvements, Gray has taken over 


some of the hottest consumer markets 
in the U.S. and overseas, has wooed 
and won some top distributors of office 
equipment. Gray's two biggest con- 
quests are the Lanier Company (At- 
lanta), for 15 years Edison seller to the 
solid South. Second big “make” is the 
Atwell Brothers in hometown Hartford, 
fresh from a 30-year courtship with 
tired, aging Edison. Of the 17 Audo- 
graph distributors in the country, 10 
are brand-new to the dictation machine 
field, the others are refugees from 
competitors. 

Home-breaker Ditmars has also 
crashed his way into many a firm that 
has never spoken into anything but 
Dictaphone and Edison mikes. Ex- 
ample: two-thirds of Hartford’s 27 
home insurance firms are now spinning 
letters over Audo discs, are speaking no 
longer to Dicta and Ed. The Veterans’ 
Administration, which chatters formula 
letters into 8,000 machines, is ordering’ 
100 Audographs a month. Ditto for the 
Army Air Force. Audograph has two 
gadgets which out-gadget rivals, help 
Ditmars’ baby to out-sell: (1) Voice- 
raser, which makes each disc usable up 
to 50 times (25 is the nearest competi- 
tive approach); (2) Locked-in and 
well-guarded internals enable letters to 
be dictated no matter how much Audo- 
graph’s mechanism is punished (busi- 
nessmen can now compose letters on 
Audograph while traveling, need not 
fear “track jumping” from vibration). 

June’s production (3,018) and sales 
of Ditmars’ prodigy were highest to 
date. “I can’t predict any records,” 
balding Ditmars modestly says, “but I 
do know we can sell all the Audographs 
we make.” Government contracts ($5 
million) may keep Gray’s nose to the 
electronic grindstone, leaving less time 
and room for $318 dictation machines. 
If armament rolls on, Ditmars may get 
$9 million worth of defense work by 
1953 and about a 50-50 split in pro- 
duction between mufti and khaki. 


SOPAC’S COUNTRY 
COUSIN 


Out atone 1,569 miles of St. Louis 
Southwestern track one day last month, 
singing wires flashed word that the 
Cotton Belt Route had a new boss. 
Like an old steamer glad to leave the 
track after 35 years on the road, into 
retirement rolled 74-year-old Frederick 
W. Green. The “Old Colonel” to senti- 
mental railroaders, Green is remem- 
bered on Wall Street as the man who 
maneuvered the STLSW out of bank- 
ruptcy without reorganization, capped 
that unprecedented feat by making it 
one of the U.S.’ most efficient “bridge” 
carriers through timetable-tight, penny- 
splitting performance. 
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Stepping up to take Green’s place in 
the cab came Harold J. McKenzie, a 
tall (6 ft., 3 in.), tanned Texan with a 
shotputter’s shoulders and 24 years 
with another railroad (the Southern 
Pacific). Most Cotton Belters knew 
little about him but agreed he looked 
like a railroad man: darkly double- 
breasted, with keys hanging from belt 
into his back pocket and a railroad 
timepiece in his pocket. Forty-six years 
old last October 11, McKenzie has 
other marks of the railroader: he likes 
to be called by a nickname (“Big 
Mac”), for formal purposes signs his 
name with initials only. 

To Wall Street, Big Mac’s quick 
ascent to the Cotton Belt’s top slot 
came as no surprise. Most had seen the 
silent hand of the Southern Pacific’s 
boss A. T. Mercier (another initial man 
and STLSW’s chairman) behind the 
move that brought McKenzie to the 
line last January as executive VP, had 
predicted that the SoPac (which holds 
over 88% of STLSW common)- would 
eventually shunt him into the presi- 
dency. In McKenzie’s appointment, rail 
analysts saw another step by the $1.85- 
billion SoPac (the U.S.’ third biggest 
road assetwise) to tighten its grip over 
a promising country cousin. 

To the Cotton Belt ($62.5 million 
revenues last year,-a $9.9 million net 
and one of the lowest transportation 
ratios—29.82%—in the industry), brown- 
eyed, thin-thatched McKenzie brought 
an engineer’s talents, little broad-gauge 
management experience. After breezing 
through Texas A. & M. with honors, 
Big Mac lost no time signing on with 
the Southern Pacific in 1927, spent the 
rest of his career plugging up through 
the drafting and engineering depart- 
ments to chief draftsman (1936) and 
chief engineer (1945). Last year, ap- 
parently in anticipation of his new as- 
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signment, Mercier tagged him for Har- 
vard’s Advanced Management Training 
Course, where he earned the reputation 
of a “hot slip-stick man” (i.e., a pre- 
cisionist rather than a _ feet-on-desk 
planner). 

McKenzie, whose previous claim to 
eminence was as boss of the SoPac’s 
post-war construction and line reloca- 
tion projects, would find his slip-stick 
a handy tool to take along on his new 
job. As a “bridge line” (65% of the 
Cotton Belt’s tonnage is received from 
connections, delivered to others), the 
STLSW’s revenues are extremely vola- 
tile, depend on shippers’ preference for 
the route. Without a keen eye for op- 
portunities to slice percentage points 
off costs and a knack for luring cus- 
tomers in its highly competitive terri- 
tory, a Cotton Belt president could 
easily see profits’ evaporate overnight— 
as the line did during the ’30s. But 
with the right touch at the throttle, 
speed and good car supply can make 
the payoff adequate. The colonel had a 
nice talent for doing just that. 

Whether Big Mac could continue 
Green’s highballing record was still to 
be seen. But in the Cotton Belt he has 
a road unusually well “tied up” for its 
class and with little deferred mainten- 
ance. Dieselization is well advanced; 
equipment betterments have been en- 
tirely paid for out of current funds 
without financing. Green had also 
worked off the heaviest part of the 
line’s long-term debt, decreasing it 
24.8% in 1950 alone. Last month it 
stood at $35.8 million, with fine pros- 
pects, (in the Cotton Belt’s 20.5% ad- 
vance in revenue, 19.8% jump in net, 
during 1951’s first five months) for re- 
ducing it still further. If McKenzie 
could prove himself as good a man at 
the throttle as he is with the slip-stick, 
the SoPac’s country cousin might go to 
town. 


PERILS OF PUGET 


“SITTING ON a powder keg, waiting for 
the axe” is live-tongued Frank Mc- 
Laughlin’s way of describing his job. 
As boss of the $115 million Puget 
Sound Power and Light Co., McLaugh- 
lin may well be excused for mixing his 
metaphors. “Never,” says he, bitterly 
helpless as hatchet-happy public power 
agencies compete in piecemeal dismem- 
berment of Puget’s properties, “never 
has a utility been so hopelessly hogtied, 
hamstrung, hounded and hung.” 

For Puget, the final hanging stage 
last week seemed only an ace away. 
Resigned to the inevitable, McLaughlin 
admits the only question now is “who 
gets what.” But the answer might be 
slow in coming. Eight PUDs (public 
utility districts) in Puget’s area must, 
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under enabling legislation enacted two 
years ago, agree unanimously to the 
divvying up formula. Right now they 
are still wrangling over how to share 
the spoils. 

Twelve pending condemnation ac- 
tions also complicate the tangle, must 
be dismissed before any settlement. 
Says rock-fisted McLaughlin, still sad- 
dled with the responsibility for normal 
operation and protection of stockhold- 
ers’ interests: “Keeping operations from 
falling apart at the seams is more or 
less like trying to live in a house while 
workmen are tearing it down.” 

Puget, which serves western and 
central sections of Washington state, 
has straddled the public power powder 
keg for a long time. As early as 1902, 
Seattle voters put the city into the 
power business with a $350,000 bond 
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negotiations are almost completed for 
the sale of Puget’s remaining steam 
heat properties in Seattle. But Mc- 
Laughlin still faces a swarm of other 
problems. Fighting the condemnation 
axe which would lop off half of Puget’s 
remaining plant including all its hydro- 
electric facilities, McLaughlin insists 
Puget’s power pool must not be hacked 
up, presses for orderly dissolution 
which would not leave Puget with tag- 
end transmission lines which could be 
disposed of only at distress prices. 
Jealousies between the PUDs and 
the communities also complicate the 
outlook. Washington’s Republican Gov- 
ernor Langlie this spring demanded of 
the state’s Democrat-controlled legis- 
lature passage of a bill to allow mu- 
nicipalities to get into the bidding too. 
His fear: the trend towards Federal 
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TACOMA NARROWS BRIDGE: hogtied, hamstrung, hounded and hung. 


issue. By 1948, the municipal power 
system duplicated Puget’s facilities, and 
the City Council announced its inten- 
tion to do all the electric business in 
Seattle when the company’s franchise 
expired in 1952. 

That left Puget’s future as shaky as 
the ill-fated Tacoma Narrows Bridge. 
Its $24 million distribution facilities in 
Seattle (where Puget got 40% of its 
revenue) would then bring only junk 
prices. But hardy Frank McLaughlin 
proved himself a shrewder salvage man 
than anyone calculated on, proceeded 
to politic Seattle into buying most of 
the company’s city properties. In a deal 
with the Seattle Department of Light 
last March, he not only succeeded in 
hoisting Puget off the hook, but even 
managed to get a neat $3.5 million 
above net book value. 

Last week, the wind whispered that 
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power control in the state, already well- 
advanced by the Bonneville Dam Ad- 
ministration. Only last year, under the 
pretext of the national emergency, the 
Government threatened to seize Puget’s 
Rock Island hydro-electric plant to 
serve a new aluminum producer. After 
adventures that make the Perils of 
Pauline look like Pollyanna excitement, 
McLaughlin headed that off in an odd 
deal whereby Puget leased the plant 
to the Chelan PUD which in turn is 
expanding generating capacity to the 
tune of $33 million. Comments he: 
“Federal seizure of Rock Island would 
have destroyed the economic advan- 
tages of Puget’s power pool to the hurt 
of both state and nation.” 

These battles won, infighter Mc- 
Laughlin now seems at last to be fac- 
ing the final showdown. Stripped of 
40% of its revenues, Puget’s overhead 








cannot be reduced proportionately; de- 
lay could drain off Puget’s capital while 
PUDs and municipalities jockey for the 
kill. Nor can Puget accept confiscatory 
terms: success of PUD piecemeal con- 
demnation tactics would leave Puget 
with a useless property remainder. 

Hard-pressed Frank McLaughlin, 
determined to escape with stockholders’ 
equity intact, knows he has a knock- 
down fight on his hands. To Wall Street 
optimism as to Puget’s work-out value, 
he snaps: “We're selling with guns held 
at our heads.” 


STEEL’S SELF-SURVEYS 


Ever sINcE the word Homestead be- 
came a synonym for labor trouble, big 
steel’s biggest problem has been getting 
along with its people. In the last year 
or so steel’s protector, the American 
Iron and Steel Institute, has become 
steel’s corrector with a new, all-out kind 
of plant and community survey. 

When a corporate member gets wor- 
ried about its personality, the ultra- 
conservative Institute sends a flying 
squad of hired PR men. At a given 
site, they interview a flat 10% of all 
personnel from cross-ventilated man- 
agement deskmen to neckerchiefed fur- 
nace men in the mills. They come 
back, not with yes-or-no answers to a 
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sheaf of prefabricated questions, but 
with a human workers-eye-view. 

For instance: Last June an I & S 
prober ran into a Spanish-speaking 
steelman at Inland’s Indiana Harbor 
plant. On matters of Inland’s top 
policy, wages, etc., the Latin’s answer 
was invariably: “Es bueno.” On the 
matter of his foreman, the Spanish- 
tongued steeler trotted out the only 
English word he knew: “Es un son of 
a——_———.” Recommended the Institute: 
give English lessons for Latins (Inland 
has done so); work on the ornery old 
guard of foremen to make them a bet- 
ter bridge from management to worker 
(Inland has begun a supervisor’s news- 
letter, hopes to soften the top-sergeant 
attitude) . 

First to submit to the Institute’s PR 
probe (more than a year ago) was 
Armco. Quizzers flocked to five Armco 
plants. They discovered that 6300 em- 
ployees in the two Middletown, Ohio 
plants wanted the house organ, “Arm- 
co-operator,” sent home instead of 
handed out at the gate (Armco’s de- 
cision: sorry, too expensive). “Go easy,” 
workers pleaded, “on hitting us for 
charity donations” (while management 
was getting ready to veto most future 
fund-raisers, employees oversubscribed 
the Red Cross Drive). 

In Armco’s plant towns (Zanesville, 
Middletown, Hamilton in Ohio; Butler, 


ARMCO OUTING AT MIDDLETOWN: outsiders came from the big city 
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Pa.; Baltimore, Md.) I & S legmen 
covered the waterfront, chatted with 
mayors, ministers, editors, teachers, 
cops, retailers. These showed a sur- 
prising interest in the mills, so Armco 
threw open its steel gates to platoons 
of clergymen and clubs; the Middle- 
town plants even threw a dinner and 
de luxe tour for the town’s taxi drivers 
(who can spread a lot of good, or ill, 
will). The Institute recommended 
more hometown advertising, but Armco 
decided it gets more readers (at less 
cost) from straight news releases to 
editors. Another I & S suggestion: that 
Armco plunk down an endowment for 
a Chair of Industrial Economics at a 
big university (the project is in the 
works, with details still a secret). 

The two steel biggies had different 
reactions to the results. “We found 
out,” says a top Armco exec, “that most 
employees want to know more about 
their jobs, the company, and the gen- 
eral business of steelmaking” (based on 
the quiz sample of 350 plant super- 
visors and mill workers). Inland’s 
president Clarence Randall described it 
as a “rather typical research” which 
“led to no startling conclusions.” 

Apparently, the super-sleuths from 
the Empire State Building were help- 
ful in finding the blind spots of on-the- 
spot management, although their sug- 
gested remedies gain no validity, in 
steelmen’s eyes, from the “objective” 
nature of their opinion audits. Says 
Randall: “I think it should be held 
strictly under internal administration.” 
Says an Armco operator: “We know the 
radio and paper angles better than cut- 
siders from the big city.” 


PUBLIC RELATIONS 
BE DAMNED 


IN THE MusTy, crystal-chandeliered 
Henry Hudson Room at Manhattan’s 
Hotel Roosevelt, department store 
President Max Hess, Jr., told 250 of 
the country’s top Sales Executives what 
he thought of Public Relations. 

For a man who hots up his custom- 
ers as heatedly as personality boy Hess, 
“Public Relations Be Damned” almost 
boomeranged into a self-condemnation. 
Examples of Hess’ torrid pushing: (1) 
invites Allentown, Pa., newcomers to 
lunch with him at big, modern Hess 
Bros.; (2) takes barnstorming fashion 
shows to lunching workers at nearby 
Bethlehem Steel; (3) throws Christmas 
parties for entire town at the Fair 
Grounds. 

In a nervous, nasal-edged voice, 40- 
year old Hess aimed bitter words at 
the men who yearly spend millions of 
company money on cementing better 
relations between the public and 
clothesmen, cigaretmen, drugmen and 
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the rest. His barrage: “There are public 
relations advisers who are sound—and 
others who are just plain noise.” Hess’ 
greatest gripe: PR consultants (the 
kind as “dignified as a justice of the 
Supreme Court”) who would sacrifice 
product advertising for “institutionals.” 
Admitting that charts, pamphlets, mov- 
ies, articles on a company’s good labor 
relations all have their place, Hess 
stormed that the place must be second 
to direct advertising. Stammering, Hess 
cited the wrong swap: “Atwater-Kent 
and Majestic Radios. . . . turned from 
simple sales promotion to lofty prestige 
caampaigns. What became of them? 
Today, they are only memories.” What 
customers want to know first, an- 
nounced the man who looks more like 
a fullback than a retailer: “What are 
we selling? And at what price?” Speak- 
ing on women’s shoes, Hess rose to the 
point: “Her question is—do the shoes 
look well . . . feel well . . . does the 
store stand behind them? Can she af- 
for their price? If the answers are yes, 
shell buy them.” Hess hit his bulls- 
eye: “Mrs. Jones, trying on a pair of 
shoes, doesn’t give a hang about a 
wonderful labor relations program. To 
her, it’s bunk.” (Hess’ own LR “bunk” 
includes a store party every month for 
employees: supper, dance, New York 
floor shows. ) 

Another PR horror for Hess: the 
“popularity survey.” A company that is 
“thoroughly hated . . . doesn’t have to 
make a survey.” If it’s well liked, the 
company “sees more in the smiles of its 
customers than in any _outsider’s 
report.” Hess’ snappy verdict for the 
PR expert who sells surveys to sales 
executives: “He ought to come down 
out of his ivory tower and do a per- 
sonal survey—for the good of his soul.” 

Last month Max Hess was made 
“Chairman of the Public Information 
Committee of the National Retail Dry 
Goods Associations.” His PR job: to 
promote America’s department stores 
to the press and people. 


COMICS FOR COMMONS 


THE comic strip is now invading the 
sober precincts of the investment com- 
munity. 

Some months ago, the exchange firm 
of Walston, Hoffman and Goodwin 
wrote a bullish report on White Dental 
Co. White, a $35 stock listed on the 
Big Board (only 350,000 shares out- 
standing), has developed a new drill— 
Airdent—which promises to take the 
pain out of visits to the local dentist. 
On the theory that painless dentistry is 
a good thing, among other induce- 
ments, Walston considers the stock an 
attractive buy for dentists and almost 
anyone else, 

The other day, cartoonist Webster’s 
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BY H. T. WEBSTER 





The Timid Soul: 





FoR NEXT THURSDAY. 





HELLO, DocToR! THIS IS CASPAR miqueToasT. 

SAY, DOC, | WANT To CANCEL MY APPOINTMENT 

| THOUGHT AS LONG AS | WAS 

IN NO RUSH I'D WAIT UNTIL—UH-ER—YOU REPLACED 

YouR DRILL WITH THIS NEW AIROCENT OUTFIT. NO— 
FACT THAT THE NEW MACHING MAKES 

ate RELATIVELY PAINLESS HAS ABSOLUTELY 

NOTHING TO Do WITH IT. (M JUST CURIOUS Toe 

SEE HOW THE APPARATUS WORKS 
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HERALD TRIBUNE’S MILQUETOAST: new market manipulator? 


Caspar Milquetoast strip, appearing in 
the New York Herald-Tribune, pictured 
Caspar as postponing some tooth tink- 
ering to give his dentist time to get one 
of the painless drilling sets. Not men- 
tioned by name, White nevertheless got 
quite a play on the market next day, 
closed up 1% points for the day. Wall 
Streeters now picture Milquetoast as a 
trembling market manipulator. 
Meanwhile, White Dental “disclosed” 
that it has enough orders on hand to 
keep going at capacity through 1952. 


MONEY MIDDLEMEN 


THE MIDDLEMEN of the credit world— 
4,500 specialized finance companies 
who buy or lend against accounts re- 
ceivable and installment notes—capped 
a quarter century of growth in 1950 
by financing a record business volume 
of $27% billion. 

The industry is familiar to investors 
mainly through the operations of a few 
firms listed on the Big Board. Giant- 
sized CIT Financial ($1.1 billion as- 
sets), paced the field last year with a 
$3.6 billion volume, a record net of 
$30.7 million. Principal activity is auto 
financing, but diversification is secured 
through machinery and equipment 
financing, textile factoring, insurance, 
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home modernization loans, financing of 
consumer durable sales. 

Even more diversified is the $749 
million Commercial Credit Co., which 
earned $19.8 million on its $2.3 billion 
volume (CC also has eight manufac- 
turing subsidiaries). Third biggest of 
the independents (largest finance com- 
pany: the “captive” $1.5 billion Gen- 
eral Motors Acceptance Corp.) is $355 
million Associates Investment Co., 
which netted $10.8 million on a $769 
million business, mainly in automobile 
paper. 

Tops in the personal loan field is 
$255 million Household Finance. Loan- 
ing $426 million, it netted a neat $11.9 
million in 1950. Running second was 
$226 million Beneficial Loan, whose 
$361 million loan volume earned $10 
million. 

In all, there are 100 specialized . 
finance companies with capital’ funds 
of $1 million or more, according to a 
survey made by Theodore H. Silbert, 
head of Standard Factors, and president 
of the Association of Commercial Dis- 
count Companies. A handful have ex- 
change listings: Pacific Finance, James 
Talcott, Seaboard Finance, American 
Investment, General Finance, with a 
few more traded over-the-counter. 
Industry's capital funds aggregate 
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$2% billion, supplemented by a bor- 
rowing capacity of three times that 
much from the nation’s 15,000 banks 
(17%¢ of every bank dollar loaned goes 
to the finance companies). In effect, 
such concerns often act as service 
agencies for the banks, enabling them 
to reach individuals and small firms 
who normally couldn’t get bank financ- 
ing. The banks themselves invaded the 
profitable sales financing field in 1934, 
now boast a bigger share of “other 
consumers goods” paper than the fi- 
nance companies. The latter, however, 
keep a tight grip on the more important 
automobile paper as well as the ex- 
panding area of accounts receivable 
financing. 

This last type of financing is increas- 
ing—in 1929 only $418 million out of 
industry-wide financing of $3.9 billion 
was accounted for by such activity; 
last year three factoring subsidiaries of 
CIT alone did a $929 million business. 
Factored accounts receivable are 
bought outright from the manufacturer, 
the purchaser assuming all credit risks, 
making collections. The client’s cus- 
tomers are notified of this arrangement. 
Open accounts receivable financing is 
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the purchase of current open accounts 
from manufacturers without giving no- 
tice of assignment of the invoices, and 
usually with recourse to the manufac- 
turer if there are credit losses. Charges 
for this service vary according to terms 
of sales, size of invoice, type of cus- 
tomer, etc. Typical charge would be 
one-half of 1% per month, plus a 6% 
interest charge per annum for the 
money used. Factors will charge a little 
more to cover cost of extra services and 
assumption of credit risks. 

Cutbacks in auto production, tight 
credit curbs, are naturally dampening 
auto financing, with Commercial Credit 
president E. C. Wareheim reporting a 
reduction in the aggregate amount of 
motor and other retail installment re- 
ceivables. But he points out that a 
substantial increase in direct.or “per- 
sonal loans,” motor and other whole- 
sale notes and advances, and in factor- 
ing and open accounts, “more than off- 
set such reductions.” CC’s factoring 
and open accounts receivable business 
for the first three months of 1951 were 
$223 million, compared with $114 mil- 
lion for the same period last year. 
Whether or not this phase of financing 
will compensate for a continued decline 
in installment receivables is problemati- 
cal. 

But some finance companies should 
get a healthy booster shot from a re- 
cent reinterpretation of the “Assign- 
ment of Claims Act of 1940,” which 
facilitates the use as collateral of bills 
owed defense contractors by the gov- 
ernment. Many small contractors will 
now be able to get badly needed funds 
on their receivables, like the New Jer- 
sey lubricant maker who was unable to 
borrow $100,000 to get started. on a 
$400,000 job. Potential business of this 
kind .is enormous: $5 billion accounts 
receivables of defense manufacturers 
were financed during WW II. 


BIG BIZ QUIZ 


THE PEOPLE'S VOICE spoke up in firm 
support of “Big Business” last month, 
at the same time called for more, not 
less, government control. 

In a just-published University of 
Michigan survey of 1,227° opinions— 
“Big Business from the Viewpoint of 
the Public”—76% held “good things out- 
weigh bad things” in big business’ per- 
formance. Only 10% thought “the bad 
outweighs the good.” Although 51% be- 
lieved the national government already 
more powerful than business, unions or 
state governments, 62% agreed Wash- 
ington should dominate, especially 
where living standards are concerned. 
For example, while 18% said “govern- 


* Gallop polls usually cover 2,500 to 
3,000 people. 
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mental control is a bad thing,” 71% 
favored ‘Federal authority to curb busi- 
ness power Over consumers. 

The sampling—financed by General 
Motors—was conducted independently 
by Michigan’s Survey Research Center, 
headed by Director Rensis Likert. The 
Center warns that survey findings can- 
not be interpreted as applicable to the 
whole population, but believes them 
a valuable indication of widespread, 
million-factored opinion. 

Mr. Average American thought well 
of big business, which he had some 
trouble defining, because it “hires lots 
of people,” pays high wages. Associat- 
ing the term “big business” with big 
corporations like General Motors, Gen- 
eral Electric or U. S. Steel, the public 
gave generous weight to companies 
community and social welfare pro- 
grams. Highly esteemed were corpora- 
tion pensions, job security, success in 
upping employee living conditions. 

But business got tongue-lashed too. 
Bitterest complaints from 19% were that 
companies are too powerful, combined 
to lessen competition, “squeezed the 
little man.” Many beefed about price 
fixing to keep living costs high, about 
3% blamed management for failure to 
consider worker rights, called business 
responsible for labor problems, strikes, 
unrest. 

Small business earned plaudits for 
its supposed “close, friendly” worker 
relationships. While 30% of respondents 
scored large outfits as “impersonal and 
distant,” 21% disagreed, claimed they 
were “friendly, conscientious and prin- 
cipled.” Just 9% were hot enough to 
brand them “exploitive and disdainful.” 
Comparing wages and security, big 
business shone; 53% figured large cor- 
poration employees earn more and 
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are more sure of their jobs than work- 
ers in smaller shops. 

High praise came from 61% agree- 
ment that large companies are more 
efficient—in peace and war—that new 
products, mass production and distri- 
bution have raised living standards. 

The Center concluded: Americans 
are “by no means satisfied with all 
aspects of big business” but “the gen- 
eral picture seems to be level-headed 
recognition of tremendous advantages 
accruing from big business accomplish- 
ments.” 


VANADIUM 


For Decapes one of Wall Street’s 
favorit: footballs has been Vanadium 
Corporation of America (assets, $15.5 
million), which speculators gleefully 
booted up and down through the years. 
Last month bull-shouldered, graying 
President William C. Keeley called the 
game. 

Ferro-alloy producing VCA, said he, 
can no longer be dubbed a “heavy” 
industry, shivering in every business- 
cycle breeze. It is now a well-diversi- 
fied “growth company in a growth in- 
dustry.” 

Outlining the new look, soft-spoken 
Bill Keeley points to VCA’s new chrom- 
ium holdings in Southern Rhodesia 
acquired in February, vanadium mines 
and new concentrating mill in Peru, an 
aluminum alloy plant at Chester, Pa., 
ferro-alloy mills at Bridgeville, Pa., and 
Niagara Falls. A $7 million alloy plant 
abuilding in West Virginia is expected 
to roll late this year, and the company 
is now a large uranium supplier to the 
U. S. Atomic Energy Commission. 

Keeley’s story brightens in view of 
$16.3 million first half sales, 20% higher 
than 1950’s first half, out of which 
VCA netted $1.09 million, $2.69 a 
share ($6.59 before taxes). This year’s 
record earnings came atop last year’s 
all time high when Vanadium Corp. 
sales hit $29 million—bloated with 6% 
to 8% bigger prices. Earnings were $2.2 
million after taxes and 405,706 shares 
collected $1.70 dividends, v. 25c in 
1949, 

Number one U. S. vanadium pro- 
ducer, VCA was formed in 1919 with 
Peruvian mines and a Bridgeville, Pa., 
plant for turning out ferro-vanadium 
alloys-then a limited-market product 
used to toughen specialty steels. As 
late as 1987, alloy steel of all kinds 
accounted for only 6% of U. S. produc- 
tion. But with War II’s demands for 
rugged, heat-resistant metals in fighting 
machines, alloys came of age. VCA 


sales leaped from a $6.5 million pre-war 
average to $18.7 million in 1948. 

By 1946, faced with civilian users 
who had switched to wartime substi- 
tutes, VCA sales shrunk to $11.7 mil- 
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lion. In 1949—a year of drastic in- 
ventory reduction—losses edged half a 
million. 

When husky, Yale-bred Bill Keeley 
took over in June 1949 (from 1920 to 
1949 he worked for Air Reduction Co., 
rose to VP and Finance Committee 
chairman), sad VCA had scattered $9 
million in improvements in 10 years. 
Meanwhile, alloy steel production 
hopped to 7.4%, is still rising. By 1952, 
modest Bill, who sloughs off credit like 
chrome steel sheds rust, will have 
melted $9 million in 12 months into 
new plants, expansion and ore reserves. 

Foreseeing heavy demand for VCA 
products after Korea, fast-moving 


Keeley marketed $5 million in converti- 
ble debentures (the outfit’s only debt), 





VCA’S KEELEY: 
‘Wait ’til we've weathered a depression’ 


carefully fattened working capital to 
$10 million. 

Purchase of Rhodesian chrome (es- 
sential stainless steel ingredient) was 
well timed. Other major sources are 
Russia, now out of the running, and 
Turkey, which has a shipping problem. 
VCA’s “colonial” holdings — Keeley 
terms them “one of our most promis- 
ing’—assure ore for about 50 years, 
triple Vanadium’s production. 
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VANADIUM MARKET HISTORY: 

Shaded area shows price range of com- 
bined commons of Union Carbide and 
Carbon, Molybdenum Corp., and Cli- 
max Molybdenum. Solid line shows 


yearly midpoints of Vanadium common. 
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To keep the brass informed, VCA’s 
inquisitive headman (he once ruined a 
good hat by crawling around in an 


African mine) recently dressed di- 
rectors in old clothes, flew them out 
West to inspect mining properties— 
largely vanadium-uranium and urani- 
um-copper—in Colorado and Utah. The 
new ores, some showing the first pitch- 
blende found in the U. S., are slated in 
advance for Uncle Sam. Production 
tonnage is secret but Keeley happily 
confesses part of it earned AEC 
bonuses on initial digging. 

With proven methods of concentrat- 
ing Vanadium already at work in Peru 
and plenty of chrome to process, Keeley 
expects VCA’s coming West Virginia 
plant to add $10 million to sales. The 
mill, built under an 85% certificate of 
necessity, will “afford greater flexibility 
in operation . . . will be a vital factor 
in permitting us to modify the dips in 
future operating results.” 

To keep dips shallow, Keeley’s di- 
versification blueprint let vanadium ac- 
count for only 20% of 1950 dollar sales, 
compared with 85% in 1941. To wipe 
dips out entirely, quick-smiling Keeley, 
like all miners, has a weather eye 
cocked to the biggest thing in metals 
today. Having already produced high- 
ly-touted titanium—strong, light-weight, 
acid-heat-resisting—in the lab, VCA 
researchers are “studying alternate 
methods for the production of this 
metal.” So is Allegheny-Ludlum, Na- 
tional Lead, New Jersey Zinc, duPont 
and a host of others. 

Heavy-set (“maybe I eat too much”) 
Bill likes good food, burns up energy 
like one of his smelters. Keeping him 
smoking is the fight to better VCA’s 
14% earnings-to-sales ratio—none too 
good for extractive industries—and stiff 
competition from richer alloy-producer 
Union Carbide and Carbon (assets, 
$869.2 million). 

Candidly admitting anyone can keep 
a company out of the football class in 
a defense-fed economy, cautious Keeley 
says, “Wait ‘til we've weathered a 
depression: that will be a story.” 


PAYOUT POLL 


To MANY a cynical Canyon quarterback 
and boardroom soothsayer, the average 
stockholder is a fast man to yipe at 
dividend time for all he can get as soon 
as he can get it. Fancy or fact? Last 
month the Los Angeles Stock Exchange 
polled 5,800 large and small stockhold- 
ers to find out. 

Are stockholders loath to have man- 
agement plough back earnings into 
growth potentials? No, says the L. A. 
poll. Only a slim 4.8% thought man- 
agement should pay out all, or nearly 
all, of earnings in dividends (and 
finance growth by new securities sales). 








Most stockholder sentiment (71%) was 
for payments of 40% to 60% of earn- 
ings, with the rest going into working 
capital. An ascetic 16.1% even favored 
limiting dividends to a much smaller 
percentage of profit; 8.1% “didn’t 
care.” 

Many, though, used forceful mar- 
ginal notes to make sure they weren't 
misunderstood. They made clear that 
purposeless dividend conservatism was 
something they didn’t like either. 
While quite willing to forego some im- 
mediate income in hopes of long-term 
growth, they griped about management 
failure to show good reasons for hold- 
ing on to earnings. Emphatically ex- 
pressed was stockholders’ unwillingness 
to see profits ploughed back except for 
profitable expansion and needed work- 
ing capital. 

On the issue of extras, however, small 
and large stockholders were split right 


down the middle. Large shareholders 
reported preference for regular divi- 
dends without extras, but smaller stock- 
holders favored a regular-plus-extras 
payout plan. Not favored by any 
group: the Exchange’s suggestion of 
variable payment periods at the com- 
panies’ convenience. Apparently that 
sounded like a suggestion that divi- 
dends be infrequent as well as irregular. 

Subscription rights apparently are 
regarded by many investors as a kind 
of dividend. But understand them or 
not, stockholders like them. A top- 
heavy majority approved of rights even 
without a limit on the subscription 
ratio. Many liked them when the sub- 
scription ratio is modest. Only 9.2% 
disapproved of them entirely. Some 
responding shareholders felt strongly 
that the right to buy new stock is a 
valuable privilege that legitimately be- 
longs to stockholders. 





Burl Watson 


various Midwestern utility holdings. 


WHAT’S HAPPENING TO... 


“Every man’s work shall be made manifest.” 


EARLY DAYS: Born in Talladega County, Ala- 
bama, 57-year-old Burl Watson’s earliest memories 
are of a typical cotton farm where everybody 
worked hard for the necessities of life. Youngest of 
eight, he chored while going to the local one-room 
school house, odd-jobbed his way to an engineer- 
ing degree at the U. of Alabama. Enrolling as a 
cadet engineer with Cities Service Co. at Toledo, Ohio, in 1917, he enlisted 
in the Army a few months later. Discharged as a Lieutenant (Engineers), 
he redeployed to Cities Service, which kept him on the hop between its 


—I CoRINTHIANS. 


Other bitter notations harshly scored 
management bonus and stock purchase 
plans (Forses receives a_ steady 
stream of “anti” letters on this sub- 
ject). Few shareholders, apparently, 
can swallow the idea of these when 
stockholders do not receive commen- 
surate dividends. 


CAKEMAKERS’ TAKE 


Dicestinc General Mills’ (net assets 
$127.1 million) annual report last 
month, big, silver-haired chairman 
Harry A. Bullis said his company sold 
more ($435.9 million to $395.8 mil- 
lion), earned less ($11.5 million to 
$13.2 million) in fiscal year 1951 than 
in 1949-50. Recipe: upped consump- 
tion, upped taxes. 

U. S. and foreign epicures gobbled 
GM_goodies—Wheaties, Kix, ready- 
mixed cakes, flour, etc.—at an unman- 
nerly rate. GM forked over $16.3 mil- 
lion ($8 a share) to government tax- 
takers. Directors were left holding an 
$11.5 million cake to cut for stockhold- 
ers and company—2.6¢ on the sales 
dollar. “I hope,” boomed Bullis plain- 
tively, “a time will come when the gov- 
ernment makes fewer demands on 
earnings.” 

For fiscal year ended July 31, $2.42 
a share was thrown back into the mills, 
$2.50 paid in dividends (dividend re- 
turns have risen steadily since 1929, 
with no misses). 

Sitting with a carefully hedged*® $54 
million raw materials inventory—$31l 
million last year—cakemaker Bullis is 
optimistic, sees prices leveling off near 
present levels. Whether a prosperous, 
expanding population eats bread, for 
which GM mills flour, or cake, for 
which “Betty Crocker” whips up easy- 


MID-CAREER: His wanderings ended in 1922 when he came to the 
New York headquarters. There he served in the rates and valuation de- 
partment, becoming assistant to first vice-president W. Alton Jones (now 
president) in 1930. Followed an era of multiple job holdings in the com- 
plex corporate maze that was then Cities Service; member board of direc- 
tors; executive vice-president, then president of Petroleum Advisers, Inc., 
a mutual service company; vice-president of Cities Service and, more 
recently, president of Cities Service Co. (Pa.), a marketing subsidiary. 


to-bake mixes, Bullis anticipates a 
profitable bill of fare. “Everything 
points to another great year,” says he. 

To better the 2.6¢ margin (3.3¢ in 


* GM takes options to buy and to sell 
wheat, corn, etc., at a future date, hoping 
to keep prices of grains purchased at or 
TODAY: He’s newly ensconced (since May 16) as executive vice-presi- below market average. 
dent of the $935 million Cities Service Co. As number two man under 
Jones, Watson’s job remains pretty much the same: chief of oil and gas 
operations. (Turning point of his career came in 1945, when he first 
assumed this job. In October, 1944, Cities Service had decided to remain 
in the petroleum business, divest itself of its public utility holdings in 
accordance with an SEC order.) Quick to decide and to act (he’s a great 
telephone user), Watson’s petroleum knowledge ranges from the field 
test drill to the local gas station. He’s not afraid to delegate responsibility, 
is quick with a word of praise, explosive at times in his likes and dislikes. 
Now that Cities Service is out of the public utility business, he feels his 
biggest job is to make its name just as well known in the petroleum field. 
Following the successful Jones policy, improved marketing, continued 
product diversification will be keynoted, as Cities Service upgrades its 
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GENERAL MILLS MARKET HISTORY: 
Shaded area shows price range of com- 
bined common stocks of Corn Products 





output by plunging deeper into petrochemistry. 


“Each man reaps on his own farm.”—PLautus. 
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Refining, Pillsbury Mills and Quaker 
Oats. Solid line shows General Mills 
yearly market mid-points. 
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GENERAL MILLS’ BULLIS: 
they gobbled the goodies . . . 


’49-50) GM has been making appli- 


ances—Tru-Heat irons, toasters, etc.—in 
post-war years, on which profits “are 
considerably higher” than foods. Bullis 
did not say how much higher. Appli- 
ance diversification to date—delayed by 
high-priority defense commitments and 
metals allocations—amount to about 3% 
of sales. 

Biggest promotion recipe of 1951 is 
Betty Crocker’s slick, best-selling pic- 
ture cook book (Forsres, March 15, 
1951). “We have tried,” says VP Gor- 
don C. Ballhorn, “to break even on 
the book.” As the millionth copy moves 
into bookstores, this should pose no 
problem. 


DOUGH FOR DOW 


DespPiTE a record year sales and earn- 
ings wise, the fast-moving, $427 million 
Dow Chemical Co. finds itself in need 
of more money, has just arranged a 
$140 million credit line with insurance 
companies and banks. Dow’s experience 
highlights problems facing all com- 
panies in this growth industry, and 
indicates the change taking place in 
traditional financing methods. In the 
past, depreciation reserves and retained 
earnings have largely supplied new 
capital wants. 

Today, the picture is rapidly chang- 
ing under the tax impact (Dow paid 
$68 million this year, only $19.5 mil- 
lion last year, as its Federal income tax 
rate rose from 38% to 62% on July 1, 
1950); the feverish growth rate of the 
industry; rising construction costs; 
growing defense work; and larger sums 
invested in inventories and receivables 
as dollar sales mount. 

Dow’s sales for the year just ended 
were up 54% to $339 million, net earn- 
ings up 22% to $41 million. These fig- 
ures were made possible by its expan- 
sion program in the post-war era—$91 
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million put into plant during last year, 
and an average of $59 million for the 
last five. Admitting demand for its 
products has been terrific, president 
Leland I. Doan says “the present stack- 
ing of defense needs on top of civilian 
needs now implies accelerating that ex- 
pansion.” 

That: expansion will be carried out 


to the tune of some $100 million, half _ 


of it being accounted for by its Texas 
division at Freeport (chlorine, mag- 
nesium). Dow also will operate a new 
atomic energy plant in Colorado, is 
already adding to or planning to build 
new plants throughout the country: In 
Madison, IIl., alone, its investment will 
aggregate about $30 million for the 
manufacture of magnesium wrought 
products, including a large-scale rolling 
mill. 

Dow earned $6.12 per common share 
last year, paid out $15,232,730 in com- 
mon stock dividends (22,415 share- 
holders, 6,530,516 shares). Plastics was 
the growth leader in the sales picture, 
accounting for 28% of the sales dollar 
as against 23% last year. Heavy chem- 
icals accounted for 53%, agricultural 
chemicals, 7%, fine chemicals, 4%, and 
magnesium, 8%. Demand continues 
high, with Dow unable to keep up with 
market requirements in a number of 
lines. 


APPLIANCE 
‘ADVENTURE 


LATE Last month, International Tel. 
and Tel.’s president, General Billy Har- 
rison, announced the purchase of the 
Coolerator Co. of Duluth, Minn. 


Acquisition of the 235,000-square- 
feet, 1400-employee refrigerator and 
range manufacturer (from successful 
Gibson Refrigerator Co.) wraps up an 
important chapter in the turbulent and 
dividendless history of founder-chair- 
man Colonel Sosthenes Behn’s “crea- 
ture of the international flow of trade.” 
Investors don’t have to look back much 
further than their shoulders to the time 
when the far-flung holding company 
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DOW’S MARKET HISTORY: Shaded 
area shows price range of combined 
common stocks of du Pont, Allied 
Chemical, Monsanto and American Cy- 
animid. Solid line shows Dow Chemi- 
cal yearly market mid-points. 
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DOW CHEMICAL’S DOAN: 
... at a feverish rate 


brinked bankruptcy. At one time debt 
was reported as high as 1/6 billion. Div- 
idendless years stretched from 1932, 
when the corporation paid 15¢ per 
common share to Jan. 30, 1951, when 
the first of three 15¢ dividends was 
paid on 6% million common shares held 
by 56,000 stockholders. Common stock 
price fell as low as 1% during the lean 
’30s; recovered during the war; sunk 
at war’s end; has arisen significantly in 


bl. 


Critics claim Behn’s (pronounced 
“bane”) comeback chapter began in 
’47 after a stockholder blowup, led by 
Clendenin J. Ryan, onetime secretary 
to late New York Mayor La Guardia, 
threatened to dispose management. 
Ryan demanded directors “pick a man- 
agement that will operate in the inter- 
est of the stockholder’; claimed “man- 
agement men were controlled by Mr. 
Behn.” Behn-men say the boss began 
face-lifting as early as 1940. World- 
girdling IT&T’s_ shortcircuits were 
unique: the depression of the ‘30s, 
while tough in the U.S., was severest 
in other parts of the world. As the 
world crawled out of the slump, IT&T’s 
most lucrative assets (Spanish Tele- 
phone Company) were blocked from 
’86 to 89 by the Spanish Civil War; 
World War II, a blessing to IT&T’s 
U.S. business, ruined income from 
devastated areas of the world. Other 
crossed wires: countries restricted 
profits to amount invested; others lev- 
ied deadly corporation taxes; still others 
took unfair cuts from dividends. 


At war’s outset, Behn realized earn- 
ings in pesos, yen, pounds sterling, and 
other foreign currency were little guar- 
antee stockholders would ever be paid 
off in U.S. dollars. In ’40, IT&T ran 
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PRECEDING PERIODS. 


Designed by PICK-S, N. Y- 


Map shows business trend in 87 separate areas, each of which is an 
“economic unit” where conditions depend on the same key factors. 
The indexes reflect business as it was during the last week of July. 
N.B.—Area indexes require a consistent movement for two months to 
register an improvement or a decline. 


THE ECONOMY 


Erosion of business activity back to 
pre-Korean levels continues as 48 
areas register declines, offset by only 
one advance. Fores National Index 
shows the economy settling down 5% 
from last month, leaving it only 5% 
above levels reported a year ago. 

Partly responsible is the normal 
summer season slump, accented by 
slow retail buying. Flood damage in 
and around Kansas City also has 
widespread effects, particularly in 
grain marketing centers like Chey- 
enne and Wichita. Depressant too 
is the very large cotton crop, now 
estimated as exceeding even the gov- 
ernment’s high target of 16 billion 
bales. 


Ten Best Cities 
(Percent Gain Over Last Year) 


Softening in commodity prices in 
recent weeks, continued high levels 
of inventories, unexpectedly moder- 
ate government borrowing and less 
rapid money turnover couple with 
heavier tax drains to spell a slower 
pace in the months ahead. Signs 
everywhere point to an end to cost- 
of-living jumps. Waning of infla- 
tionary pressures continues. 

Outlook: continued general de- 
clines over the summer, with a slow 
upturn beginning around October if 
defense expenditures are not cut 
back. After too-steep price rises in 
the first eight months post-Korea, 
this will undoubtedly prove healthy, 
allow time to digest heavy inven- 
tories and settle down to stable 
prosperity. 


Zone Indexes 
(Percent Gain from Corresponding 
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IT&T’S BEHN: stability in greenbacks 


one plant in the United States which 
grossed $3 million. By war's end the 
corporation was doing $100 million in 
this country in 58 locations. Behn’s 
efforts to stabilize earnings in green- 
backs were clouded by devastation of 
the company’s world holdings. Rou- 
manian, Spanish, and Argentine assets 
were sold (Peron’s Washington repre- 
sentative presented the corporation 
a breath-catching check for $98, 
991,364.42 for their 95% share of 
United River Plate Telephone Co., 
Ltd.). 

Today, IT&T dollar-earnings dot the 
U.S. Federal. Telephone and Radio 
Corp. announced its initial dividend on 
March 30, 1951 ($450,000); American 
Cable and Radio Corp. made its first 
kick-in last year ($405,361.); Cape- 
hart-Farnsworth, acquired in sad condi- 
tion in 48, chipped in $500,000 in 50. 
To assure integrated TV set production, 
the company hooked the Flora Cabinet 
Co. to provide high quality cabinets. 
In Nutley, N. J., the company keeps 
progressive with an ultra-modern elec- 
tronics and _ telecommunications _ re- 
search lab. 

What next? Plans for Coolerator’s fu- 
ture are not yet announced (purchase 
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IT&T’S MARKET HISTORY: Shaded 
area shows price range of combined 
common stocks of American Tel. & Tel., 
New England Tel. & Tel., Radio Cor- 
poration, and Western Union. Solid line 
shows IT&T yearly market mid-points. 
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price agreement has not yet been 
settled). 

Management, off-the-record, assures 
that IT&T’s world-wide connections 
won't go to waste as the corpora- 
tion expands; doesn’t seem to think this 
is the last IT&T move into the made- 
in-USA appliance field. 


UNVELVETY GLOVES 


“Nosopy—but nobody in his right mind 
goes into the glove business!” shouts a 
glove buyer for a swank Fifth Avenue 
emporium. Foundation for the furious 


outburst: tariff troubles; material short- . 


ages; public indifference to glove 
makers’ cry, “A wardrobe of gloves for 
everyone’; overcrowded field (over 200 
companies scramble for the yearly $60 
million business). 

Fingering a good handful is Fownes 





400 VARIETIES: 
simmered to a slow boil. 


Bros. & Co., U.S. successor to the 200- 
year-old British maker. Fownes’ net 
sales rake-off last year: $4 million, 6.6% 
of mitten market revenue (Van Raalte 
and Julius Kayser are runners-up). 
Balding, well-tanned Fownes VP Milton 
Gluckman sits behind a glove-cluttered 
desk in his paneled Fifth Avenue office, 
keeps in touch with the hot spots of 
the glove globe (Puerto Rico for hand- 
sewn cotton gloves; South Africa for 
hair-type sheepskin; Washington for the 
latest tax headache). 

Every year, Fownes distributes, sells 
an estimated 3.6 million pairs of leather, 
fabric, and woolen gloves through 
8,000 retail outlets (including big city 
department stores, intimate accessory 
shops, smalltown dry goods marts). 
VP Gluckman unhesitatantly claims the 
country’s largest glove variety for 
Fownes (400 to 500 styles) as a reason 
for its sales leadership. 
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-———_ LABOR RELATIONS 


WHEN THAT old master word-painter 
wrote “coming events cast their 
shadows before,” he mouthed a 
mouthful. If he were alive today 
and had a buck or two invested in 
stocks and bonds he’d be more than 
mildly interested in current labor re- 
lations. For behind a mist of seem- 
ing serenity, management, big and 
small, is piloting a nervous course 
lined with shoals of labor unrest. 

You read in the papers that 2,100 
workers of Curtiss-Wright walked off 
the job the other day because they 
didn’t get “quick enough action” on 
their demand for soft mats under 
their feet to cushion the concrete 
floor. Or the story about the thou- 
sand workers who laid down their 
tools because the company wouldn’t 
allow more time out for coffee and 
doughnuts on the job, etc. What's 
behind this jitteriness, jumpiness, 
strike-happy condition? Here’s an 
appraisal. 

1. Undercover Settlements: When 
wage controls were established soon 
after Korea, thousands of employers, 
mostly with small- or medium-sized 
businesses, grew panicky. They 
feared that a clampdown on wages 
would make them prey of every 
manpower pirate in the area. So, to 
hold on to their workforces—and 
woo some others—they turned a deaf 
ear to the legal limits on wage in- 
creases and entered into settlements 
with unions which far exceeded the 
permissibles under the law. Both 
sides to these illegal pacts consoled 
themselves that the government 
would not “dare” prosecute because 
“everybody was doing it.” Now the 
payoff. The Wage _ Stabilization 
Board, stirred by public and private 
charges that it was a weak, namy- 
pamby agency, has set in motion the 
machinery for a widespread crack- 
down on companies which over- 
stepped the legal bounds on wage 
boosts. By the end of the year it is 
expected that one out of every five 
employers will have his books 
checked by Wage-Hour inspectors 
and those found to have been in- 
discreet in their pay allottments will 
face serious fines. This fear of get- 
ting caught—and there are thousands 
and thousands of corporate violators 
—is one of the big breeders of the 
current labor tensions. Some em- 
ployers want to rescind the illegal 





Foreshadowings 





raises they gave, 
but any sugges- 
tion of such ac- 
tion brings con- 
siderable __resist- 
ance from work- 
ers and unions. So in private bar- 
gaining sessions all over the country, 
accusations are flying thick and fast. 
The employer charges the union 
with having pressured the company 
into a position of violating the law; 
the union counters with the logical 
answer: “You knew what you were 
doing.” It’s an unhealthy situation 
all around. The Wage Stabilization 
Board could contribute to easier 
labor peace if it changed its policy 
and forgave all past sins now that 
new controls are in the offing. , 

2. Upcoming Demands: Until now, 
with the cost of living going up, 
wage increases took first place on 
labor’s bargaining agenda. Fringes 
and other bargainable issues were in 
the background. With living costs, 
according to latest figures, in a state 
of suspended animation and _ soft 
spots developing in several lines of 
business activity, union strategists 
have marked out a new area for 
negotiations. And this time it’s a 
lulu-that annual wage. Some execu- 
tives still scoff at the idea of the 
annual wage as an attainable union 
objective. Any neophyte in the labor 
relations business can reel off a hun- 
dred reasons why ‘a guaranteed 
wage cannot be universally applied 
in our competitive economy. But 
that’s not the point. This year, 
unions might be in a mood to launch 
a big campaign for the annual 
wage. 

8. Intra-Union Troubles: The 
third tension area is growing squab- 
bles among union leaders with the 
employer usually playing the fall 
guy. Ford Motor, for example, has 
its hands full with Local 600, De- 
troit’s largest Auto Workers unit. 
Local 600 is as unpredictable as a 
Mexican jumping bean. It has been 
on every side of the ideological 
fence and now it is flirting with 
Mr. Eyebrows—John L. Lewis—in 
the hope that he will set up a sepa- 
rate union for the industry and give 
battle to Walter Reuther and his 
regime. 

One and- all, 
cminous shadows. 





Lawrence Stessin 


they're mighty 
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The gauntlet makers have long 
slapped each other over the tariff issue. 
Originally, the State Department fixed 
a 40% ad valorem duty on the pique 
glove. This started a long battle of 
name-calling and lobbying that has now 
simmered down to a slow boil. Maneu- 
vers leading to temporary truce: Round 
1—the importers fought the 40%, 
rammed through a bill knocking duty 
down to 25%; Round 2—miffed at not 
being consulted in the 15% plummet, 
domestic glove makers plunged into the 
fray, got duty pushed back to 35% at 
recent Torquay conference; Round 3— 
squelched for the moment, importers 
are sparring, waiting for a good open- 
ing. Until they see it, fewer kid and 
suede gloves are coming across the 
ocean, more domestic are being cut 
and cut-rated (foreign brands are nor- 
mally cheaper). 

In 1936 Ivens and A. I. Sherr, 
father and son combination, rescued 
Fownes from a six-figure indebtedness 
to the Federal Reserve Bank, bought 
all the stock from the London Fownes 
(est. I777), injected the lame firm 
with big lumps of working capital. Ten 
years later, as added adernalin, the 
Sherr combo sold a third of its stock 
(67,000 out of 300,000 shares) to 
the public. Result: improved finances 
led Fownes into nylon hosiery field 
and a two-year contract with a New 
Jersey factory to buy up entire output 
‘(100,000 dozen pairs a year). Fownes 
was on brink of taking over a hosiery 
mill for itself last year when Korea 
struck and mill prices shot sky high. 
If and when the hosiery figures deflate, 
Fownes plans to buy, zoom into big- 
time stocking production. Another plan 
clutched in the Fownes’ fist: lady’s un- 
derwear. Gluckman confidently con- 
fides “We are set up perfectly for an 
underwear operation . . . just a ques- 
tion of timing.” Both Van Raalte ($29 
million sales in 50) and Kayser ($19.7 
million) already realize a big percent- 
age of intake from lingerie. Currently, 
Fownes is busy snipping out 150,000 
pairs of gloves for the Army, Air corps, 
Wacs, expects more juicy contracts in 
August. 
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FOWNE’S MARKET HISTORY : Shaded 
area shows price range of combined 
common stocks of Van Raalte and Julius 
Kayser. Solid line shows Fownes Bros. 
& Co. yearly market mid-points. 
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FLYING HIGH: as carriers grew, some grew virtuous 


CEILING UNLIMITED 


WHEN airline earnings started to rise 
early last year, then zoomed on the 
wings of defense-fed business bustle, 
security seers and trunk line trumpeters 
noted the belated post-war air travel 
boom had arrived. 

For the first year in four, 1950's high 
ticket take steadied the staggering in- 
dustry; gave stockholders hope for 
return on investments; opened paths for 
wholesale replacement of outmoded 
aircraft. Surging forward in 1951’s first 
half, air-traffic guesstimators tallied 
5,140 million passenger miles flown, a 
climb of 45% over 1950's first half. 
Cargo swelled 130%, edged 120 million 
ton miles, while mail and express 
gained plenty. 

As air carriers outgrew the “kept 
woman” label some grew virtuous, 
cheered the CAB’s recent separation of 
mail pay and subsidy—a policy which 
CAB director James F. Verney said 
would “call a spade a spade.” Initial 
spade work called for burying the old 
68c a ton-mile mail rate, setting on 45c 
for the “Big Four’—American, United, 
TWA, Eastern—as of January 1 this 
year. 

After six months of high flying, earn- 
ings ceilings seemed unlimited. 

Out of $74.9 million first-half oper- 
ating revenues (44% higher than 
1950’s for the same period) American 
netted $6.5 million, 90c a share. Presi- 
dent C. R. Smith proudly pointed to 
mail revenues ($3 million at the new 
rate), comprising only 4% of total reve- 
nues, while Federal income taxes ($9.8 
million) were 3.3 times mail pay. 

AA also sounded a sour note, re- 
ported expenses were up 24%—com- 
pared with a 13% second quarter rise 
for United—above 1950's first six 
months, and “the trend continues.” 


Tripped by a 10-day pilot’s strike in 
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June (reported to have cost $1 million 
net in lost revenue) United quickly 
regained balance, came up with $58.2 
million total revenues, earnings of $2.9 
million, $1.31 a share. In 1950 a first- 
half deficit hit $59,370, was made up 
in high revenue June to December, 
when $9.4 million was earned. 

Revenue passenger miles increased 
31.5%, mail ton-miles 40%, express 
40.9%. Only freight showed a decrease 
of 5.5%. Cost per revenue ton-mile fell 
7% from 45.9c to 42.1c. 

Revenue passenger miles over TWA 
leaped 50.8% during 1951’s first five 
months, from 364.7 to 550.2 million. 
Operating income before mail pay ad- 
justments was $4 million. This com- 
pares with $659,060 in the same period 
for 1950. The line reported a record 
63,000 passengers flown on its interna- 
tional routes from January to June, a 
15.5% rise. When final audit is made, 
estimates are TWA will have registered 
about $2.5 million earned, or $1 a 
share. In 1950’s first half, per share 
earnings were 59c. 

Continuing the earning habit, East- 
ern—ready-geared to absorb $100 mil- 
lion in new equipment (FORBES, 
August 1, 1951)—reported gross in- 
come of $51.8 million for 1951’s first 
half. Earnings were $3.76 million— 
$1.57 a share. Comparable 1950 figures 
were: revenues $40.8 million, earnings, 
$2.45 million—$1.03 a share. Net earn- 
ings climbed 53%. 

With a slight improvement in gross 
operating revenues, ($22.0 million over 
$21.2 million) Northwest managed 
$47,593 profit in 1951’s first half. Last 
year’s first-half losses ran to $3.4 mil- 
lion. Major causes of improvement: 
operating costs were cut $3 million, 
mail pay rose $400,000. President Croi} 
Hunter credited higher passenger loads, 
up 7.8% to 75.4% for the period, for 
improved results. 
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NEW IDEAS 











Cooler Shield 
No man from Mars this but a better 


shield for the grinder, welder, scaler. 
Made of vulcanized black fibre, the 


sage ase 


“Ipco Tel-a-Shield” is ventilated on the 


top, bottom, and sides, is claimed to be 
many degrees cooler. Advantage: re- 
duces to minimum the breathing of 
devitalized air (without affecting aud- 
ibility). The slightly grim worker is 
peering through a window of cellulose 
acetate that is extra heavy gauge 
(.060”) for impact resistance. Dimen- 
sions: 6” x 9”, may be replaced quickly 
without use of tools. Headgear fea- 
tures a pivotal adjustment at back 
so the band fits on lower part of 
head in same manner as a goggle head- 
band; also comes complete with a “gen- 
uine leather sweatband.” (Industrial 
Products Co., 2820 N. Fourth St., 
Philadelphia 33, Pa.) 


Quick and Clever 


A tricky new motorized tractor auto- 
matically engages many types of 
industrial trailers and permits operation 
in very narrow aisles. With this “Grip- 
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Tow” device it is possible to clamp onto 
a large trailer and make a right angle 
turn with the center of the turn being 
the fixed axle of the trailer. This gives 
the shortest steering radius possible 
with a given trailer. How it works: 
tractor is backed up to trailer, and a 
push button is pressed engaging a hook 
on the tractor with the lower side of 
the trailer frame. Then the hook pulls 
the trailer into intimate contact with 
the tractor. Next thing you know, a pair 
of secondary hooks reach out and grab 
the top part of trailer frame, thus firmly 
locking tractor and trailer. (Philadel- 
phia Div., Yale & Towne Mfg. Co., 
11,000 Roosevelt Blvd., Philadelphia 
15, Pa.) 


Readier Resin 


Casting resin is now hardened with- 
out heating. To quote the maker’s flash: 
“Quick-Set is a liquid accelerator . . . 
gives much higher physical properties 
to casting resins than it has been pos- 
sible to attain in previous types of 





No more ovens 


quick-set accelerators.” 
or over-night hardening. By increasing 
or decreasing the amount of the magic 
liquid you can control hardening time. 
Result: record production time of mas- 


ter models, duplicating and foundry 
patterns, jigs and fixtures. (Rezolin, 
Inc., 4825 W. Jefferson Blvd., Los An- 
geles 16, Calif.) 


Bird Bait 


Here’s a model plane that has actu- 
ally been attacked in flight by birds. 
Probable reason: it soars so high (3,000 
feet) and stays up so long (record is 
two weeks) that it is often mistaken as 
an invader of our feathered friends’ 
domain. Based on the rotating wing 
principle introduced 15 years ago on 
German full-size planes, it flys through 
the air with the greatest of ease. (Cer- 
tain “birds” have remarked that the 
whirring wings produce the roar of 
a real plane—in miniature, of course.) 
The plane never gets out of hand as it 
is controlled by a spool of thread at- 
tached to a rod and reel in the hands 
of the flyer. Two or more of the silvery, 
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half-ounce planes can be manipulated 
from the ground in a dog fight. (Skyro- 
Plane Div. of Marxman Pipes, Inc., 27 
W. 24th St., New York, N. Y.) 


Lingering Light Switch 

How not to be left in the dark: the 
EDCO Delayed Action Light Switch. 
When the toggle is snapped to the off 
position, labeled “Delay,” the light stays 
on for almost a full minute—long 
enough to let you walk about 75 feet 
before the light goes out. Inside a plant, 
EDCO lets a night watchman proceed 
from point to point in full light, turning 
off the lights as he goes. (Electric 
Deodorizer Corp., 9993 Broadstreet, 
Detroit 4, Mich.) 








NOW—Protect your business, 
your family, your savings, 
from "tax lightning"! 


‘aaa J, K. LASSER’s “x 
What You Should Know about 
ESTATE and GIFT TAXES 


Essential for property owners, businessmen, 
vere Bytes insurance agents, etc. 


d check or money erder 
(only $2.95" postpaid), or order C.0.D. from: 


HENRY HOLT & CO., Dept. 811 


- 257 Fourth Ave., New York 10, N. Y. 


GUARANTEE: Return in 10 days for full refund 
if not completely satisfied. 








& WHAT STRANGE 
=? POWERS 
Did The Ancients Possess? 


Wr was the source of knowledge 
that made it possible for the ancients 
© perform miracles? These wise men of the 
past knew the mysteries of life and personal 
— This wisdom is not lost —it is with- 

id from the masses. It is offered freely 
TO YOU, if you have an open mind. Write 
for free sealed book. Address: Scribe AGJ 


She ROSICRUCIANS 
SanJoe (AMORC) California 


















CHRISTMAS IDEA FROM CALIFORNIA 


Here’s a new and different idea for your Christmas 
Gifts to customers, employees, friends: Sp 
selected Almonds grown by myself in the lergest 
Almond Producing district in the world, Carefully 
prepared from old family recipes—packed in clear 
Plastic boxes gaily decorated with ribbon. Choice of 
Spiced Candied Almonds or Roasted Salted Almonds. 
Your card —— and sent prepaid insured = 
where in U. 8. for $2.50 lb. or $4.75 for 2-lb. 
Special inspection offer to executives up to Sept. ste 
Two 1-lb. boxes, one each kind, $4.00. Mail check to 


DANA LEE ALMOND GROVE 
Bex 403B, Pase Robles, California 
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READERS SAY: 





(CoNTINUED FROM PAGE 5) 


Plug for FORBES 

I have been a subscriber to ForBEs 
Magazine for about twenty years. About 
sixteen years ago, you had an article on 
the house trailer under “New Businesses.” 
Within a week of my reading the article 
in your magazine, I was in the house 
trailer business, and for the last eight or 
ten years our company has been recognized 
as “America’s largest trailer dealers,” sell- 

ing over 1,000 house trailers every year. 
—Erwin S. GraskK, pres., 
The Grask Company, Inc., 
Des Moines, Iowa. 


Wetter West 


Whoa thar, Podner! Don’t run down the 
glorious, progressive, productive West 
when you boom old Dixie. The western 
range is improving—and the weather, for 
much of it, is wetter ever since 1936. 

Come out and look at the range, the 
mountains . . . it’s an excellent investment 
with unlimited return! —C. R. PETELER, 

Billings, Montana. 


Congratulations on the added wetness.— 
We're on our way—Ep. 


New depression? 

What do you mean in your July 1 edi- 
torial, “If you can postpone buying a 
home?” Do you mean World War III will 


end and we will have a depression that 
will make the so-called Hoover depression 
look like a Sunday School picnic and we 
can buy a good home for $400 or $2,000? 
—Ws. E. Kearns, 

No—Ep. Marion, Iowa. 


Stockholder Summary 


We think the Annual Stockholder Sum- 
mary (July 1 issue) is a fine public serv- 
ice which you are rendering. It is of ex- 
treme help to management. 

—Emeny N. CLEAvEs, vice-president, 
Celanese Corporation of America, 
New York, N. Y. 


. valuable material to those of us who 
must go to the public regularly for capital 
funds. —James B. Brack, president, 

Pacific Gas & Electric Co. 


These tabulations 
picture. 


. . . give an excellent 


—Franx M. Fo tsom, president, 
Radio Corporation of America. 


. . your conclusion that ownership of 
American industry broadened during 1950 
is encouraging. 

—Hines H. Baker, president, 
Humble Oil & Refining Co. 


I have perused it with a great deal of 
interest . . . and I commend you on your 
editorial comment on it. 

‘ —W. A. Jounston, president, 
Illinois Central Railroad. 





. . . | take this opportunity of congratu- 
lating your staff for doing what I think is 
an outstanding job on public relations and 
corporate management relations of all of 
the principal industries of the country. . . . 

-—K. S. Apams, chairman, 
Phillips Petroleum Company. 


I. . . was greatly interested. 
—Lesuic N. Perrin, president, 
General Mills, Inc. 


Forses is to be congratulated on carry- 
ing on this type of investment analysis. 

—I. W. Wison, president, 

Aluminum Co. of America. 


For an analysis of Mr. Wilson’s own 
corporation, see page 12.—Ep. 


Disgusted 

I have commented one or more times 
on the decreasing value of your magazine 
to the serious investor. 

The booklet entitled “Dear Stockholder,” 
which I have just been privileged(?) to 
examine, impresses me only as another 
evidence that your publication, formerly 
acknowledged as a “magazine of business,” 
is more and more attempting to entertain 
or please rather than to inform the reader. 

I see no point in Forses attempting to 
compete with Esquire (and very poor 
competition at that). Surely we have 
enough magazines of that character. 

—WirLtiaM W. Marvin, 
St. Paul, Minn. 





Where the money qoes ... 


MATERIALS 
SERVICES 









WEAR AND 
TEAR 


.7¢ 


FUTURE 
DEVELOPMENT 


1.1¢ 
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How General Mills’ 
sales dollar was 
divided last year 


uick Facts 


Year Ending May 31 1951 1950 


Total Sales $435,947,827 $395,834,706 
Earnings ...... 11,520,508 13,251,218 
Dividends ..... 6,483,738 6,443,249 


For an illustrated annual report of General Mills’ 
last fiscal year, write .. . Dept. of Public Services, 


General Mills 


Minneapolis 1, Minnesota 
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Britain’s questionable future 


The following dispatch, by B. C. Forbes, was 
written from Britain. 
Brirain’s Socialist Government, as all thoughtful 
observers have long anticipated, is running into very 
rough waters, waters which may sink it before 1951 
ends, notwithstanding that its major maneuvers are, 
as in Washington, designed to snare the votes of the 
unthinking masses, regardless of how economically 
unsound. 

It is still far from certain that the Labor Adminis- 
tration will be defeated at the next election. 


Housewives Up In Arms 


Housewives—a very important social-economic- 
political factor—are intensely indignant over the 
loudly-trumpeted “increase” in meat rations. They 
bitterly complain that both the latest “increase” and 
the previous one actually resulted in decreases of the 
amount, the weight, purchasable, because of price- 
boosting. 

Thus, although the earlier ration was 8 pence® 
worth of fresh meat and 2 pence worth of corned beef 
per week, and the fresh meat allowance was upped 
to 10 pence, the cost of corned beef was immediately 
raised 4 pence per pound—and a month later the 
corned beef ration was stopped! 

The latest “increase” in the meat ration was la- 
belled 3 pence. But what happened? 

Prices soared thus per pound, in shillings and 
pence: 


Formerly Now 
Es cakaketesnans 2/8 3 
Round steak ............. 2 2/4 
Sirloin (bone in)..:....... 2 2/4 
Boiling beef ............. 1/8 2/2 
En wkd no eae 6 4c 1/4 1/10 
Mutton chops ............ 2/4 2/10 
Shoulder chops ........... 2 2/4 
ED dab Wawadsnes 1/2 1/4 
DD viintancsesicns 2/4 2/10 
Canned corn beef ......... 2 2/4 


It will be seen that in every instance but one, the 
price soared more per pound than the 3 pence “in- 
crease,” so that the quantity allowed was actually less. 

Said one enraged housewife: “The Government 
must think we are blind fools, that we wouldn’t see 
through this brazen flimflamming.” 

She added: “Liver, kidney, tongue, oxtails—what 
are called offal—are described as ‘off the ration,’ but 
we never, never see any of them.” This statement 
was confirmed by other homekeepers I questioned. 

It would seem to be a safe bet that Attlee will not 
receive a majority of the women’s vote next time. 


“Soak The Rich” 


That is vehemently, not to say viciously, the policy 
of the Socialist Government. 
Since extremely few very rich individuals or 


* Six pence equals seven cents. 


families are left in Britain, the squeeze is now being 
applied lower down the financial scale—punctilious 
care being exercised, however, not to tread on labor’s 
toes. 

So hard up are many of the oldest, most aristo- 
cratic, once-wealthy, landowners that they have 
opened their castles to the public, for an admission 
fee. One example: Queen Elizabeth’s brother, who, 
I’m told, personally conducts visitors over historic 
Glamis Castle! 

Incidentally, a lot of large estates are being taken 
over by the Government to accommodate its rapidly- 
swelling army of tax-eaters. Nationalization is provid- 
ing numerous vast fields of clover for what William 
Jennings Bryan called “deserving” Administration ad- 
herents. From all accounts the public payroll is being 
shockingly padded, especially in the higher brackets, 
by politicians utterly innocent of practical experience 
or ability. What scandals a Conservative of our Sena- 
tor Byrd’s acumen and research indefatigability could 
doubtless unearth and expose! 

The overwhelming testimony is that every nation- 
alized segment of Britain's economy has_ been 
bungled. 

Promises of expanded production have woefully fiz- 
zled. Today there are forebodings that the world will 
again witness “carrying coals to Newcastle.” 

Chancellor of the Exchequer Gaitskill’s recent out- 
line of fiscal policy is deliberately designed to appease 
labor by soaking all other classes, particularly those 
who have heretofore constituted the backbone of 
Britain, the savers and investors supplying the capital 
which enabled this little island to become the world’s 
leading nation. 

Freeze dividends but not wages or prices. 

That is the pith of it. 

No surer method could be adopted to prevent 
Britain from ever regaining anything like her pre-war 
financial strength. 

But Politician Gaitskill frankly emphasizes that “the 
great majority of the population are not equity share- 
holders.” Therefore, why not plunder the minority, to 
garner a majority of votes for the plunderers? Just 
A.B.C. political sense, ain’t it? 

Even the London Times, in a long straddling-the- 
fence attitude, felt obligated to admit: 


The Chancellor observed that dividends recently 
declared had much exceeded those paid last year—by as 
much as 14% net in June. That such increases disturb many 
wage-earners is undeniable. The Chancellor did not men- 
tion that wages increased by 157% between 1938 and 1950, 
while dividend and interest paid by companies increased 
by only 61%, and that this year companies have been only 
making good their voluntary stabilization of dividends dur- 
ing the last few years, during which period prices and 
wages have not ceased to advance. The equity of the 
matter has thus not been fairly represented. 


Is it any wonder I can’t feel ecstatic over Britain’s 
future under labor dictatorship? 
—B. C. Forses. 














News Outlook Jor 
CANADIAN OIL 


STOCKS 


THE completion of the new pipe line 

from Alberta to Lake Superior is step- 
ping up Canadian Oil production. Political 
troubles in Iran are also a stimulus to 
more rapid development of Canada’s new 
rich oil fields. 


4 Stocks Favored 


In a new special Report entitled 
*‘Canadian Oils Expanding Ag- 
gressively,’’ UNITED presents 
facts on 12 leading companies, 
and selects 4 stocks of financially 
strong, well-managed concerns 
for current investment. 


These four companies hold oil rights on 
from 1 to 11 million acres. Three are 
dividend-payers. All are listed on the 
Exchange or Curb. This Report will appeal 
to investors seeking an authoritative and 
unbiased survey of investment opportuni- 
ties in Canadian Oils. 


Yours with Month’s Trial 
This Special Study and the weekly $1 


UNITED Investment Reports sent 
for one month to new readers for 


Send $1 for Report FM-66 NOW! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ rr Boston 16, Mass 


WILL YOU PROFIT OR LOSE 
IN THESE COMMODITIES? 








SOYBEANS OATS 
EGGS RYE 
COTTON WHEAT 


Commodity trends shift quickly in these 
uncertain times. The importance of 
having accurate, up-to-date commodity 
information at your finger tips was 
never greater. Commodity Trend Ser- 
vice keeps you fully, reliably informed, 
through weekly bulletins and on-the-spot 
telegrams. 


We will be glad to send you current 
bulletins at once upon request. 


COMMODITY TREND SERVICE 


30 Church Street New York 7, N. Y. 




















S/D REPORTS 


16th Year 


In Chase Economic Diagrams, expected action of 
price is prejected for months ahead. In S/D 
REPORTS, indicated ebjectives towards which 
individual steck prices are headed, are always 
reported weeks te menths in advance. Be prepared 
now fer next BUY or SELL actien, per steck. 

Send $3.00 now for next feur weekly and sample 
monthly editions and names ef twe mederate priced 
dividend stecks indicated for exceptienal price 
moves. New Inquirers only. 


HENRY WHEELER CHASE 


Ecenemic Price Adviser 


Greenwich 15 Cennecticut 








INVESTMENT POINTERS 





by SIDNEY B. LURIE 


The New Look 


THERE'S an old market adage to the 
effect that, once the nature of the beast 
is understood, half the speculative 
battle is won. In the present instance, 
this means one thing: The market game 
is the same, the mechanics are the 
same, but the speculative rules are dif- 
ferent. The technique of buying and 
selling securities has to be in tune with 
a background dominated by the follow- 
ing factors: 

1. With common stocks today more 
respectable than they've been at any 
time in the last 25 years—and the chief 
demand emanating from essentially 
permanent holders rather than the 
mercurial margin speculator—there’s a 
New Look to the stock market. 

2. With ours a growing rather than 
a mature economy—and this an era 
of tremendous technological improve- 
ment which is creating new markets— 
we're in a New Era, one which later 
may be called the “Fabulous ’50s.” 

8. We're dealing with different num- 
bers today than we did ten years ago— 
and a new perspective is required to 
allow for the facts that: (a) So much 
post-war earning power has been rein- 
vested, that equities represent statisti- 
cally better value than at the lower 
dollar prices of past years; (b) A cer- 
tain amount of inflation has been 
permanently frozen into the nation’s 
price structure. 

4. The day-to-day supply of specially 
favored stocks is decreasing, for the 
secret that wars are fought on an in- 
flationary basis now is out, and the 
investor is developing a maturity of 
judgment which spells relative indiffer- 
ence to temporary uncertainties. 

All this doesn’t mean that the statisti- 
cal underpricing of common stocks 
which has been so persistent in recent 
years will come to an end in 1951. 
Fact that the 260 Dow industrial av- 
erage level is relatively low, even 
though it is historically high, still is 
primarily of academic interest. Rather, 
this background points to three conclu- 
sions: 

(a) Even if 1952 is to mark the 
start of a business downtrend—and it 
may despite the fact that we're in an 
era of managed economy—there’s a floor 
to both business and markets. A full- 
fledged major bear market is less likely 
than a broad trading range resting on 
top of the 1946-49 area of much ado 
about nothing. 

(b) There will be times when the 
market doesn’t need outside news 
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stimuli. It can generate its own mo- 
mentum from within. Equally signifi- 
cant, it’s possible to enjoy a private bull 
market, for the growing astuteness of 
both the professional and private in- 
vestor spells a concentration of inter- 
est. 

(c) As a matter of fact, there’s a 
scarcity market value developing in the 
industries which have a claim to growth 
—the ability to create new markets by 
developing new products. This because 
the trustee and the pension fund buyer 
are concentrating selections in these 
fields, while the individual investor 
figuratively is becoming afraid to sell. 

In itself, however, this latter condi- 
tion obviously spells an element of 
price danger. Thus, the investor must 
guard against the scarcity value premi- 
um which today has been attached to 
the most popular groups. In many 
cases, the growth future is being very 
liberally discounted. Moreover, styles 
in speculation always change and trees 
never grow to heaven. All of which 
means that the biggest profit opportuni- 
ties from here out may well be in some 
of the least popular groups. Astute 
buyers will recognize the fact that un- 
popularity automatically spells relative- 
ly good value in return for the security 
dollar. 

The motion picture stocks are a par- 
ticular case in point—for the group is 
well deflated pricewise, and there is a 
distinct possibility of at least a tem- 
porary turn in the tide. The pessimists 
have forgotten that something like 53 
million people (one-third the popula- 
tion) still pay over $25 million a week 
for an ageless commodity; entertain- 
ment. And they are overlooking the 
point that there is no surprise element 
left in the fact that the industry has 
been in a readjustment period which 
placed dividend rates under suspicion. 

The prospect that the low point in 
motion picture company earnings was 
passed in the first half of 1951 is related 
to the following considerations: 

1. A really outstanding picture 
brings excellent box-office returns— 
witness the Music Hall records broken 
by M.G.M.’s “The Great Caruso”—and 
picture quality is steadily improving. 

2. Now that the novelty of tele- 
vision is wearing off, and new stations 
not likely to be in operation for another 
year or two, this competitve threat has 
passed its immediate peak. 

3. Similarly, hard goods competition 
for the consumer dollar also has prob- 
ably passed its peak, which means that 
a more normal share of national income 
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probably will be available for enter- 


tainment. 

4. The film industry has done an 
excellent job of cutting its cloth to fit 
today’s pattern, and 1952 will have the 
benefit of considerably lower picture 
production costs, which spells better 
profit margins. 

5. There has been a marked im- 
provement in the overseas situation, 
where American pictures have less com- 
petition and greater popularity than 
ever before, with the result that 1951 
will be the second biggest foreign 
revenue producing year in the indus- 
try’s history. 

6. Whether it be three dimensional 
screens, theatre television or some form 
of subscription television, an industry 
whose only asset is showmanship will 
find a positive answer to today’s com- 
petitive problems. 

In short, there is sound reason for 
visualizing an easing of both the in- 
ternal and external problems which 
have been besetting the industry in the 
last few years, and, possibly, a definite 
reversal in trend. We are encouraged in 
this belief by the fact that there have 
been definite signs of improvement in 
box-office trends within the last month. 
In light of the improving background, 
the motion picture stocks, as a group, 
are in a buying, rather than selling, 
area. Certainly, the market risks as such 
are relatively small, for the group is 
well deflated pricewise and in a posi- 
tion to mirror any upturn. This is the 
time of year when a seasonal upturn in 
attendance usually begins; and no one 
has yet put air conditioning in tele- 
vision sets. 


BOOKLETS 


Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Forses Magazine, 80 
Fifth Avenue, New York 11, N. Y. 





5. SETTLEMENT OF Lazor Disputes. A 
management group criticizes Truman’s ac- 
tion in giving the Wage Stabilization 
Board authority to arbitrate labor disputes. 
This “White Paper” traces step-by-step 
the developments leading up to the Execu- 
tive Order: the intent of Congress, labor’s 


withdrawal from the WSB, industry’s ef- 


forts to find an equitable compromise, the 
Creation of a board which met the de- 
mands of labor leaders who constitute the 
United Labor Policy Committee. (39 
Pages). 


6. A Day’s Work aT THE FEDERAL 
RESERVE Bank or New Yorx. Geared 
especially to students and teachers is this 
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simple, lively-written explanation of the 
F. R. System. Generously illustrated are 
the sections on savings: bonds, “the bank 
for banks,” checking accounts, elastic cur- 
rency, selling on time, Regulation W, 
taxes, borrowing, lending, investing, 
changes in credit policy, the discount rate, 
open market operations. Photos, graphs, 
and diagrams see that no one is left in 
the dark. (40 pages). 


7. ELECTRONICS IN THE Puvus1iic_ IN- 


TEREST. The electronics chief of a big, 
progressive corporation talks to company 
foremen at a tribal meeting. What he says 
about this new field is as much for the 
layman as for the specialist. Calling elec- 
tronics “man’s most versatile and useful 
slave,” he reviews what has been done, 
what is, and hints of a still-to-be explored 
future. The framework is electronic’s role 
in the defense economy but there is plenty 
of indication as to what is in store for 
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THESE INGENIOUS INDEX NUMBERS 
MAY MEAN TIME AND MONEY TO YOU 


civilians. (6 pages). 








NOW YOU MAY DETERMINE THE 
DRUG 110 | RELATIVE PRICE ACTION OF YOUR 
Am. Home Pro....'163 STOCKS WITHOUT CHARTS— 
Bristol-My. ...... 103 WITHOUT WORK 
a og ha piatde a COMPARATIVE STRENGTH INDEX NUMBERS 
baits show at a glance whether each steck and each group 
PERSP 2 ccccccccs 122 is performing better or worse than the Market— 
Sharp Dohme .... 107 AND how much better or worse. 
Sterling eoeecrcove 106 If an hag ne ie ag is ge oe = Bow —, er 
i tt t t t. n- 
LIQUOR 94 ond 100 it yp ogen mend povnedl hee the Market. 
The amount above or below 100 shows exactly how 
Bae: Diet, co cccccc 90 much better or worse. 
Dis?. See. ....20- 93 FOR EXAMPLE—The Drug Group Index Numbers 
SO eee 109 taken from a recent Report (July 26, 1951) shews 
Schenle 9% that group to have performed exactly 10% better 
| than the Market; while the Liquor Greup performed 
Walker H. ...... 97 exactly 6% worse; Pfizer 22% better and Amer. 
Distilling 10% worse. 














Special Delivery on Saturday. Let 


price $5.00 for this same material. 
Ask for Report No. F-4. 


UP TO DATE Index Numbers for 44 Groups and 460 leading individual stocks are 
air-mailed to Clients each Friday afternoon—are usually delivered to most locations via 
these Index Numbers help you be a better Investor. 
They represent only a fraction of the complete useful information contained in each Report. 


SPECIAL INTRODUCTORY OFFER—YOU SAVE 80% 


To acquaint you with COMPARATIVE STRENGTH INDEX NUMBERS we will be 
pleased to send you full information, including the valuable reference booklet “PLAN- 
NING FOR PROFITS IN THE STOCK MARKET,” and five weeks of the complete 
Investors Research Service for only $1.00. Offer expires on Sept. 1, 1951. Regular 
i Clip a dollar bill to this ad and mail today. 
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One issue of the "Letter" could be 
worth several times the annual price 
of $100. Subscriptions limited to 
100 subscribers. 
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MARKET OUTLOOK 


Investment groups lead market 





FROM THE standpoint of quality, the 


by JAMES F. HUGHES 


there is an unfortunate technical after- 


high-grade investment leadership in the 
stock market has been most impressive. 
Unfortunately, however, past technical 
history indicates that the leadership of 
the market in recent months from a 
longer range outlook is more ominous 
than encouraging. It has been a minor- 
ity leadership supplied by a few groups 
that have capitalized favorable funda- 
mental trends and finally worked them- 
selves into the best technical position 
possible in the regulated stock market. 

The groups that have made the 
market look good in the last three 
months include the chemicals, ethical 
drugs, oils, tires and some of the paper, 
rayon and metal stocks. Most of the 
leading issues in these groups have 
forged ahead to new all-time record 
high prices. 

This is the best possible technical 
position for stocks under conditions im- 
posed by the regulation of professional 
speculative activities. Stocks move 
ahead more easily when they attain 
price levels higher than they have ever 
reached before. The relative ease with 
which they advance when there is no 
resistance from shares held at higher 
prices, attracts widespread demand 
from both speculators and investors. 

Two of the most sensational group 
moves under regulation were staged by 
the air transport and distilling groups 
in the 1945-1946 market. At the same 
time a large number of other groups 
and individual issues reached and ex- 
ploited the easy-going way of life in 
new high virgin territory. Subsequent 
market history has, demonstrated that 


math to these sensational splurges. 
Ultimately they have all run into tech- 
nical difficulties that produced, first, a 
sharp concentrated decline, and then a 
long period of discouraging market 
performance that compensated for the 
preceding straight-line advance. 

All of the groups that have made the 
market look good recently are now in 
the tenth year of a major advance that 
they are making a minority effort to 
continue. Technically the current situa- 
tion is reminiscent of the summer of 
1929 when concentrated speculation in 
utilities, electrical equipments and 
radios, accompanied by less spectacular 
gains in steels, rails, chemicals and sev- 
eral other groups, obscured the fact 
that the majority of stocks had already 
established high prices which they 
found it impossible to exceed despite 
the 88 point advance in the D-J aver- 
age between the end of May and the 
beginning of September. 

In the summer of 1929, as the mar- 
ket made its climactic salute to the 
Electrical Age, the average high prices 
for many important groups had been 
reached a number of months before. 
Among these groups were automobiles 
and parts, airlines and aircraft manu- 
facturers, textile and apparel issues, dis- 
tilling and tobacco stocks, retail trade, 
meat packing, coal and coppers and 
low-priced speculative stocks in gen- 
eral. In the summer of 1951 none of 
these groups is participating in what 
possibly may prove to be the regulated 
market's climactic salute to the Chem- 
ical Age. 








CONSISTENT PROFITS 
IN STOCKS 


It is a recognized fact that the stock 
market offers investment opportunities 
second to none relative to capital ap- 
preciation. This fact is contingent, 
however, on a person being able to con- 
sistently follow the price trend of in- 
dividual stocks in his buying and selling 
of such stocks. Curtiss Dahl, in his new 
book, “CONSISTENT PROFITS IN 
THE STOCK MARKET,” presents the 
results of extensive research to develop 
a simple procedure to consistently take 
advantage of the wonderful profit oppor- 
tunities in stocks. The first half of the 
book is concerned with presenting and 
illustrating the procedure. The second 
half provides proof of consistent worth- 
while profits over the past 16 years. 
Write for free descriptive pamphlet— 
you will never regret it. Tri-State Off- 
set Co., 817-Q Main St., Cincinnati 2, 
Ohio. 
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The experience of half a century has 
enabled us to work out a scientific for- 
mula for fortune building. Success over 
many years has proved that knowing 
what to buy and when to buy and sell 
is the secret of quick fortune building. 
It is far better to know the time to sell 
to the optimists and the time to buy 
from the pessimists than it is to be fa- 
miliar with market theories. 

Years of conspicuous success for clients 
has built us pre-eminent recognition for 
our long-term market profits. That is why 
worried investors write from many parts 
of America to get the “Stock Market Ap- 
praisements” we formerly syndicated na- 
tionally on financial pages under the 
heading, “ROYSTONE SAYS.” 

Our newspaper followers realized that 
when and what to buy and sell is about 
all one needs to know about the stock 
market. No wonder Wall Street is so 
anxious to keep in contact with our 
recommendations. 

This demand from everywhere for our 
reliable guidance on when and what to 
buy forced us to publish our comments 
in inexpensive weekly bulletins. 

To buy and hold long-term growth 
situations before the public recognizes 
their potential values largely eliminates 


AVOID-FROZEN FUND STAGNATION 
BUY FORTUNE BUILDING VALUES 


W. H. ROYSTONE 
INVESTMENT ANALYST 
Who, from devoting many years protecting inves- 


tors from danger, wrote 
called ‘‘the most far-seeing economic guide for the 
. future,’’ sent free to his personal clients with his 
the hazards of speculation. Now, thanks “97 Safety Rules’? for investors and traders. 


nesses outgrow their initial advantages. 
He knows next to nothing about growth 
values. He does not realize the great 
number of stocks listed that are in a 
trend of natural retrogression. He does 
not know how few are impulsed by spe- 
cial advantages. However, many of the 
few that look like growth stocks have 
their own peculiar limitations and so 
never enhance. 

Thinking realistically, we must agree 
that fortunes are built from small funds 
only through specializing, not through 
diversification. A few poor selections can 
destroy the gains of years. Funds were 
greatly increase when our clients bought 
a pre-reorganization bond that doubled 
in price at seventy and sold to buy an 
oil stock at six that went to fourteen. 
Recently a discovery at four has already 
advanced to eleven and our new discov- 
ery ready to be announced has even 
greater fortune-building promise. 

The only sure fortune-building is done 
through such fund enhancement. That 
alone will offset inflation. That, and for- 
tune-building requirements, calls for at 
least a fifty per cent fund gain each year. 
Instead, the great majority of investors 
see their cash values shrink each year. 
The very oppostie is the basis of our 
long-term fortune-building plan. 


‘‘America Tomorrow,” 





to the discovery made while evaluating 
fundamental psychological factors found 
in the Roystone Heavy Industry formula, we are enabled 
to detect the difference between distribution and _ accu- 
mulation, to tell the correct time to buy and sell. We follow the 
fundamentals that make for profits, not the public that buys 
during distribution and sells during periods of accumulation. 

Without such “insight” the average investor never has a fair 
chance. Instead of building up a fortune in a few years, he sees 
his funds shrink year after year. Unfortunately, investors and 
traders are equally victims of propaganda. Following popular 
sentiment, they buy when they should sell and sell when they 
should buy. To protect clients against these errors, we devel- 
oped our 27 Safety Rules for Investors and Traders. 

Today, we realize we have reached a condition in our economy 
that puts too many investments under shrinkage pressure and 
so have no growth futures. Investors should not seek dividends 
at the expense of fortune-building growth values. 

To protect our clients, we continually “Remain Bearish.” We 
buy values, not the market averages. In order to protect clients 
from getting funds frozen in “stocks having excellent past 
dividend records” we select growth values in their infancy. 
Buying special situations, long-term growth possibilities inde- 
pendent of general conditions, makes all the difference between 
failure and fortune-building. 

Naturally, the long trend turning points are essential 
to the investor. Knowing a “bull market” from a “bear 
market” is the one guarantee of security. Waiting and watching 
for growth values has built most of the large fortunes made in 
Wall Street. It would require pages of space to reprint the 
hundreds of letters of appreciation from longstanding clients 
now in our files. 

There are thousands of smaller investors, intelligently accumu- 
lating fortunes, who welcome technical data and a diagnosis 
of our growth situations we recommend for substantial income 
and rapid growth. While they await opportunities they need 
instruction to protect them from the dangers of ill advised 
speculation. 


GROWTH FIRST — THEN DIVIDENDS 


One of the most prevalent fallacies that distorts the judgment 
of the average investor is the idea he can buy at any time and 
be sure of a profit. He has slight knowledge of the economic 
and investment cycles. He seldom considers that many busi- 
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Read what the Press Service that 
syndicated his "Comments" said: 

“What “Roystone Says ...’ is respected by the best in Wall 
Street, from the small speculator to the largest investment trusts. 

“One thing is certain: Roystone knows the stock market. 
With a truly remarkable record in earlier years, while writing 
for this service he has foreseen all the important market 
changes. 

“Followers all over America look upon Roystone as the most 
reliable long-term market diagnostician among the many good 
Wall Street technicians.” 

We earnestly believe there is a tremendous need for honest 
investment and business guidance. Such assistance can be de- 
rived only from factually appraising future investment values in 
the light of political and social trends. Without such guidance, 
there is small hope for the individual in his quest for financial 
independence. 


HUNDREDS OF GRATEFUL CLIENTS WRITE US 
LETTERS LIKE THIS:— 

3/6/51—“‘I am most happy with your service and wish to 
express my appreciation for your fundamentally sound financial 
thinking. Have had a great increase in my funds in my six 
months of your Contact Service.”—-P.J.R. 

3/5/51/—“This check represents more than dollars for a 
financial service. It is an appreciation for giving me sound 
market advice for the past several years.” —W.D.I. 

3/1/51—“Your recommendations over the past four years, 
since I have been a subscriber, were excellent. Your judgment 
is not only keen but astonishingly accurate.” 

3/3/51—“I am very happy that the investments to date have 
shown such good profits. Thank you so much for your kind 
interest in us small investors.”—C.N. 

Now, to help you in your personal problems, we have created 
our special protective and instructive Contact Service to 
replace our newspaper comments. The fee (for 52 weeks) for 
the present, is only twenty-five dollars, or five dollars for advice 
covering the next seven weeks of the current critical period. 

Remember, knowing when and what to buy is the secret of 
safety and success in fortune-building in Wall Street. When 
you send check for $25.00 be sure to ask for “America To- 
morrow” and those famous 27 Safety Rules for Investors and 
Traders. W. H. ROYSTONE, Forest Hills 8, Long Island, N. Y. 
(Instituted 1931.) Midtown consultation appointment $25. 
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Your Position 
in Commodities 
May be Wrong! 


You can find out what the Nation's leading 
commodity analysts advise NOW. Send only 
$1.00 for 4 weeks’ trial subscription with 
The Experts' opinion on general outlook and 
’ their viewpoint on Cotton, Wheat, Corn, Soy- 
beans, Rye, Cottonseed Oil and Lard plus 
clear-cut trading recommendations in each. 


DUVAL’S CONSENSUS, Inc. 


Dept. C1-241, 41-43 Crescent St. 
Long Island City 1, N. Y. 











The Chartcraft Method 
of Point and Figure Trading 


Here, for the first time, is a method of stock 
market trading within the easy comprehension of 
even the merest novice in stock market technique. 

The book clearly identifies twelve trading 
formations in both bull and bear markets. 
These formations provide the TIMING so 
necessary for stock market success. 

When these formations occur in any particular 
stock, you know the time is ripe for a move, and 
you can act accordingly. 


97 Paces, OveR 100 cHaRTS, $2 A COPY 
CHARTCRAFT SERVICE 
315 W. 35th Street, New York 1, N. Y. 
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MARKET COMMENT 





by LUCIEN O. HOOPER 


Views on selected stocks 


ONE OF THE “patent medicine almanac” 
ways of guessing what the stock market 
is going to do is to study its tradi- 
tional seasonal behavior. On the basis 
of precedent, the chances the market 
will close higher on New Year’s Eve 
than on Christmas Eve are not far from 
10 to 1; the chances of a midsummer 
rise from whatever lows are made in 
June to sometime in July, August or 
September, are about 4 to 1; the 
chances of a decline from the close 
August 31 to the close September 30 
are about 3 out of 5. If the market 
happens to be “high” at the end of 
August, with the intermediate rise al- 
ready about two months old, it would 
seem logical to expect less glamorous 
behavior for a while after Labor Day. 
Just as a guess about something one 
can only guess about, it might be well 
to assume that the better the market is 
in August the worse it may be in Sep- 
tember. 

That does not mean an opinion that 
we are in for a bear market. Rather it 
is an additional suggestion that this is 
neither a bear market nor a bull market 
but a selective one. I am not indulging 
in extreme thinking now about the sky 
being the limit any more than I was 
thinking in terms of stocks falling out 
of bed last May and June. There would 
seem to be a supply area in the DJ 
Rails at somewhere around 84-86, and 
it may take quite a bit of enthusiasm 
to establish a new bull market high in 
them at around 91-92. The problem of 
a new high for the DJ Industrials does 
not seem as difficult. From the stand- 
point of market theory, it seems to me, 
about all a new high in both Averages 
would accomplish would be to cancel 
out the rather weak Dow Theory “bear 
market signal” given when the Indus- 
trials closed through their old low on 
June 29th. 

Immediately ahead, the important 
thing to watch is the “fever chart” of 
speculation. Speculative temperature 
got up pretty high in December, Janu- 
ary and early February, and down 
rather low in March and June. Re- 
cently it has been rising. One of the 
best thermometers to read, perhaps, is 
the activity in low-priced rails. If stocks 
like New York Central, Baltimore & 
Ohio and Missouri-Kansas-Texas com- 
mon rise, it usually means that the tem- 
perature of speculation is rising. With 
traffic better, rates probably higher, and 
ten or a dozen dividend increases in 
certain rails, the carrier shares easily 
might look a lot better sometime late 


88 


in the summer, or during the autumn 
months. 

It is always easier to buy the popular 
stocks than the unpopular ones, but 
sometimes it pays to look at the issues 
which temporarily are under a cloud, 
Right now, there is plenty of “bad 
news’ about the Textile Industry, 
Wholesale inventories are high, retail 
prices are being cut, mills are curtailing 
or suspending production, earnings are 
down and emotional textile men (and 
textile men usually are emotional about 
business) are in the dumps. Many tex- 
tile shares are off sharply from last 
spring’s highs when opposite condi- 
tions prevailed. This may be a good 
time to accumulate some textile shares, 

Burlington Mills, around 20 (it was 
down to 18 recently) is off from a high 
(adjusted to the 3-for-2 split) of 25%, 
It pays $1.36 per annum. Earnings this 
year probably will be around $3 a share 
in spite of a poor September quarter. 
EPT exemption base is said to be 
around $3.75 a share. The issue repre- 
sents the company which is the biggest 
weaver of synthetic fibres made by 
others. Over the years, the company 
has grown as fast or faster than the 
synthetic textile industry and it is so 
big that it will have to keep pace with 
future growth; and no one assumes that 
the synthetic industry will not continue 
to grow. Burlington’s sales should be 
around $325 million for the year to end 
with September against $141 million as 
recently as 1946, $63 million in 1941, 
and $27 million in 1937. 

Lowenstein, pays $2, probably earns 
between $6 and $7, and sells around 
29. This company is more cotton than 
synthetics, but it does an exceedingly 
diversified business in staple items and 
the management is aggressive. In the 
five years ended with 1950, on the 
basis of the present shares, it earned 
$33.07 a share and paid out $11.70 a 
share in dividends, ploughing back 
$21.37 a share. Net working capital 
is high in relation to the price of the 
stock. 

Reeves Brothers, at around 16, is 
regarded as on a $1.20 dividend basis. 
Earnings for the year ended with June 
probably were not far from $3.50 2 
share, and the stock apparently has 4 
book value of about $26. Reeves is not 
so big as Burlington and Lowenstein, 
having sales of about $65 million in the 
year just closed. It does a big business 
in cloth for work clothes, sports goods, 
rainwear and other non-style cloth. The 
company currently is thought to be do- 
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ing better than many other textile en- 
terprises. Incidentally, it is planning to 
make synthetic suitings for men on @ 
fairly large scale. 

Robbins Mills, around 35, paying 
$1.50 a share without possible extras, 
probably will show close to $7 a share 
again in the year to end with Novem- 
ber. This company is especially aggres- 
sive in synthetic cloths for men’s suits; 
but it is in most all branches of the 
synthetics weaving business. Sales and 
design departments are on their toes all 
the time. Capitalization is conservative 
at 834,319 shares of common and $8 
million of debt. It is worth remarking 
that many men in the textile industry 
speak of it as “the coming company.” 

Chesapeake.<> Ohio earned $2.01 a 
share in the first half year. The com- 
pany’s EPT exemption base is a little 
more favorable than at first computed. 
Earnings could be between $4 and 
$4.50 a share this year. The possibility 
of a dividend increase or an extra, 
sometime late this year or early next, 
should not be overlooked. This is one 
of the rail shares which is historically 
cheap, and it is an equity which pos- 
sesses more investment quality than 
some of those reporting much higher 
per share earnings currently. 

I would discourage profit-taking in 
American Cyanamid, Pfizer, and Cities 
Service. They look like good stocks to 
hold in spite of their big advances. 

The passing of the Hudson Motor 
Car dividend, directly after payment of 
an extra in the previous quarter, makes 
a bad impression. In view of the ccm- 
pany’s financial position, such action 
seems unnecessary and sets the com- 
pany back in its effort to obtain better 
acceptance for the shares. On the basis 
of asset values and net working capital 
indicated per share, the stock at around 
14 looks cheap. 

There is no letup in the demand for 
copper and other non-ferrous metals, 
and the prevailing skepticism regarding 
the nearby outlook for the mining in- 
dustry seems unjustified. Debeckmun, 

mentioned in this column rather re- 
cently, has sold up to 27; the company 
earned $2.42 a share in the first half 












































































































































real “growth” company. 




















































Line may be interesting. 
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year after taxes at a 62% rate against 
$1 a share in the first half of 1950 after 
taxes at a 88% rate. This looks like a 


The prosperity of the Northwest is 
impressive; weather conditions have 
been good again this year and the agri- 
cultural ‘and lumber boom is being 
complemented by the oil exploration 
activities in the Williston basin. As 
speculations in this prosperity, Milwau- 
kee, Great Northern, Northern Pacific 
(which also has a big oil potential), 
Chicago ¢ North Western and Soo 


El Paso Natural Gas is beginning to 
reap the benefits of expansion into 
California, and per share earnings are 
rising in spite of the capital dilution 
incident to debenture conversion. This 
is one of the writer’s favorite natura 
gas issues. ? 
American Seating earned $1.17 a 
share in the first quarter, $2.23 in the 
second quarter, and should show some- 
what more for the third quarter than 
for both of the first two quarters com- 
bined. The company ought to be able 
to earn between $6 and $7 a share 
after taxes this year. The $2 cash divi- 
dend probably will not be increased, 
but there is a bare possibility that it 
may be supplemented by a cash extra. 
The most likely benefit from these good 
earnings, however, is another stock 
dividend, say 10% or more. American 
Seating makes seats for schools, thea- 
tres, busses, airplanes and railroad cars 
and sells school supplies. It is by far 
the biggest factor in the business, and 
serves the quality market. For a long 
time I have thought of this stock as a 
direct investment in the benefits from 
expanding population. More babies, 
and this year’s baby crop will be the 
biggest yet, mean more seats and more 
schools. The stock sells around 44. 


Advance release by air mail of this regular 
article will be sent to interested readers 
on the day of its writing. Rates on request. 


NAMES 


Robert Paxton, elected an executive 
vice-president of General Electric Com- 
pany, succeeding VP Hardage L. 
Andrews, retired. 

Miss Carlene Roberts, elected vice 
president of American Air Lines, Inc., 
first woman to hold such an office in 
airline history. 

Ira G. Needles, elected president of 
B. F. Goodrich Rubber Company of 
Canada. 

I. C. Raymond Atkin and Lewis W. 
Douglas, former U.S. Ambassador to 





Great Britain, elected directors of In- } 


ternational Nickel Company of Canada. 

T. Clyde McCarroll, named vice- 
president of Guaranty Trust Company 
of New York. 

J. M. Mackay, elected executive vice- 
president and director of Iron Fireman 
Manufacturing Co. of Canada, Ltd. 

Hal S. Dumas, elected executive vice- 
president and director, and Charles E. 
Wampler, named vice-president, of 
American Telephone and Telegraph 
Co. 

Edward J. Doyle, promoted to vice- 
chairman, Willis Gale, elected presi- 
dent, John W. Evers, named executive 
vice-president, of Commonwealth Edi- 
son Company of Chicago. 
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A GROWING COMPANY 
IN A GROWING WEST 


Serving in Utah, Idaho, Wyoming, Colcrado 





SOCONY—-VACUUM 
OIL COMPANY 


INCORPORATED 


Dividend , 


July 24, 
No. 162 


1951 


The Board of Directors today 
declared a quarterly dividend of 
40¢ per share on the outstand- 
ing capital stock of this Com- 
pany, payable September 10, 
1951, to stockholders of record 
at the close of business August 
a, 4991. 

W. D. BicxHam, Secretary 














American-Standatrd 
PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable September 1, 1951 to stock- 
holders of record at the close of business 

on August 24, 1951. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable September 24, 1951 to stock- 


holders of record at the close of business 
on August 31, 1951. 


AMERICAN RADIATOR & STANDARD SANITARY 
CORPORATION 


JOHN E. KING 
Vice President and Treasurer 























Atlas Corporation 


33 Pine Street, New York 5, N.Y. 





Dividend No. 39 
on Common Stock 





A senior quarterly dividend of 40¢ 
= are has been declared, payable 
tember 21, 1951, to holders of 
record at the close of business on 
August 27, 1951 on the Common 
Stock of Atlas Corporation. 
Waxrrzr A. Parzrson, Treasurer 


July 27, 1951. 
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BENEFICIAL 


LOAN CORPORATION 


DIVIDEND NOTICE 
Dividends have been declared by 
the Board of Directors as follows: 
CUMULATIVE PREFERRED STOCK 

$3.25 Dividend Series of 1946 
$.81% per share 


(for quarterly period ending 
September 30, 1951) 


COMMON STOCK 


Quarterly Dividend of 
$.50 per share. 


The dividends are payable 
September 29, 1951 to stock- 
holders of record at close of 
business September 15, 1951. 


PHILIP KAPINAS 


July 17, 1951 Treasurer 


OVER 
650 OFFICES 


IN U.S. 
AND CANADA 























| PHILADELPHIA ELECTRIC 


| 
l Stock and 37% cents a share on the 
| 





| COMPANY 
SS Notice 


Dividends of 25 cents a share on the 
$1 Dividend Preference Common 





Common Stock, have been declared, 
payabls September 30, 1951, to 
stockholders of record at the close of 
business on September 4, 1951. 
Checks will be mailed. 





C. WINNER, 


Treasurer 









































Union CarBivE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable Sept. 1, 
1951 to stockholders of record at 
the close of business Aug. 3, 1951. 


KENNETH H. HANNAN, 
Secretary 





























CONTINENTAL 
A LTCC 
C , CAN COMPANY, inc. 
A regular quarterly dividend of fifty 
cents (50¢) per share on the common 
stock of this Company has been declared 
payable September 15, 1951, to stock- 
holders of record at the close of busi- 


ness August 24, 1951. Books will not 
close. 


LOREN R. DODSON, Secretary. 








STOCK ANALYSIS 








By HEINZ H. BIEL 





Three attractive stocks 


THE RECENT advance of the utilities to 
a new bull market high confirms our 
frequent expressed opinion that the 
market’s basic strength rests on invest- 
ment demand, not speculation. Stocks 
of established quality and enjoying a 
promising future have been performing 
well. Speculative issues, on the other 
hand, regardless of high current profits 
or ultra-liberal dividends, have thus far 
failed to attract buyers. So long as this 
condition prevails in the stock market, 
there is no reason to fear anything 
more serious than temporary setbacks. 
In all probability, the peak of the bull 
market is still ahead. 

Oil stocks, which should be well 
represented in any true investment 
portfolio, have been in the forefront of 
the recent advance. Obviously, this is 
not the most propitious time to buy into 
the group, and even greater care in the 
selection of oil stocks for long-term in- 
vestment is called for. Among the oils 
which still offer excellent value, despite 
their recent rise, Phillips Petroleum ap- 
pears to be outstanding. 

Phillips is believed to have the larg- 
est natural gas reserves of any com- 
pany in this country. The recent 
decision of the Federal Power Commis- 
sion that this company is not subject to 
the provisions and regulations of the 
Natural Gas Act lends added value to 
these reserves which are officially esti- 
mated at well over 15 trillion cubic 
feet. At 3c per 1000 cubic feet, a 
conservative valuation, Phillips’ gas re- 
serves alone are worth about $460 mil- 
lion, or $36 per share of Phillips. 
Reserves of crude oil, condensate and 
natural gas liquids exceed 1% billion 
barrels and, at an average value of 75c 
a barrel, are worth about $950 million, 
or more than $74 a share. Thus, the 
value of the company’s natural gas and 
oil reserves is around $110 a share, or 
nearly 2% times the present price of the 
stock. This figure of $110 a share 
makes no allowance whatever for the 
value of the company’s refineries, chem- 
ical plants, pipelines and distributing 
facilities, nor the working capital which 
is now substantially greater than the 
total long-term debt. On basis of these 
estimates, Phillips Petroleum appears to 
be considerably cheaper than the 
stocks of other large oil companies, if 
their reserves outside the Western 
Hemisphere are excluded. 

Phillips differs from other com- 
panies in the industry because its oper- 
ations are much more diversified. Ap- 
proximately one-half of the company’s 
operating income is derived from na- 
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tural gas, natural gasoline, carbon 
black, fertilizer, synthetic rubber and 
other chemical operations. 

Earnings for 1951 are expected to 
range from $4.50 to $5.00 a share, 
covering by a most comfortable margin 
the indicated present dividend rate of 
$2.40 a share, for a 5.8% return. In our 
opinion, this stock is well suited for in- 
vestment, and purchase is recom- 
mended. 

Although most Steel Stocks have 
been disappointing investments mar- 
ketwise in recent months, primarily be- 
cause institutional investors do not con- 
sider them “acceptable,” they are well 
worth holding for income as well as 
for ultimate appreciation. It may seem 
incredible that United States Steel to- 
day is selling below its 1937 high of 
42, despite the following facts: 

(1) Book value is up to $67.78 a 
share in 1950 vs. $47.18 a share in 
1937. 

(2) Senior obligations reduced by 
$60 million since 1937. 

(3) Working capital increased by 
$80 million since 1937. 

(4) Per share earnings were $7.29 
in 1950 vs. $2.67 in 1937. 

(5) Dividends were $3.45 per share 
in 1950 vs. 33-1/8c in 1937. 

Allowing for the depreciation in the 
value of the dollar since the mid-’thir- 
ties and for the vast additions to the 
company’s physical properties in the 
last decade, the market price of 
United States Steel common stock—and 
the same goes for all leading steel com- 
panies—probably represents one of the 
least inflated values in our economy. 

Masonite Corp. has suffered two 
serious and extended strikes in 1949 
and this year which have marred an 
etherwise outstanding record of suc- 
cessful growth. It is for this reason 
primarily that the stock has failed thus 
far to approach its 1946 high of 374 
(adjusted). While profits for the fiscal 
year ending August $1, 1951, may 
barely reach $3 a share, the company’s 
“normal” earning power, even allow- 
ing for increased tax rates, is believed 
to be around $5 a share. 

A contributing factor to Masonite’s 
laggard market performance has been 
the low regular dividend rate of 25c 
quarterly which has been dictated by 
expansion needs. However, a year-end 
extra may be declared shortly. 

In our opinion, the stock of this 
rapidly growing manufacturer of build- 
ing material is attractively priced at 
the present level. Purchase for semi- 
speculative investment is recommended. , 


Forbes 























and 


| to 
are, 
rgin 
> of 


om- 


ave 


ite’s 
een 
25¢ 

by 


end 


this 
ild- 
| at 
>mi- 


led. , 








Putco told its stockholders it had 
“amplified the scope” of the annual 
report, put its publication where its 
mouth was. Book-sized, well-de- 
signed, Philco’s text tells a 360-de- 
gree story. Outstanding feature: a 
slam-bang, two-paged, ten-year fi- 
nancial summary of Philco’s opera- 
tions, with story-telling illustrations. 

A head behind the winner were 
annual reports of Motorola and RCA. 

Under a clever, colorful cover, the 
RCA year-ender was as informative 
as the winner’s, but lost ground in 
packaging. Crowded, tough to read, 
financial figures were nevertheless 
comprehensive. Personal touch was 
injected into a page of news items 
about stockholders and plant execu- 
tives. 

Motorola’s stockholder journal is 


PHILCO’S 59TH: top report. 








FORBES RATES ANNUAL REPORTS: the television manufacturers 


a masterpiece of 
make-up on quality 


stock. But President Admiral ....... 


Galvin’s brief book- DuMont 
let leaves the stock- Emerson 
holder yearning for Hallicrafters 
more information, Magnavox 
More complete cov- 
erage of Motorola ppitoo 
activities was given RCA 
in a gaudy, circus- 
style annual report 
to the employees. 
Most effective pres- 
entation: graphically chopped-up 
Motorola sales dollar. 

A flicker behind RCA and Moto- 
rola, ran operation-sketches of Du- 
Mont and Stromberg-Carlson. Sec- 
ond only to Motorola in quality pres- 
entation, S-C alluded too little to 
operations, short-sells its research ac- 
tivities and future operations. Report 
uses graphs and pictures to docu- 
ment and enliven a punch-lacking 
but sincere narrative. 

DuMont’s annual solidly tells the 
company story; doesn’t contain no- 
ticeable flaws; has blended account- 
ant’s statistics with pertinent com- 
pany news. 

These first five stack up with the 
best reports in other industries. 

The remaining half-dozen flound- 
ered far behind the up-fronters. Zen- 
ith, reporting an 8-month fractional 
fiscal year, tended to repeat the 
April ’50 edition, even reused one 
production-line photograph—over a 
different caption. Included was a 
sharp, four-paged, color presentation 
of major Zenith TV and radio prod- 
ucts. 


Carlson 
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General 

Presen- Financial Infor- 

tation Data mation Final 
80 80 75 78 
90 85 85 87 
80 80 75 78 
70 75 70 72 
90 80 70 80 
70 70 70 70 
90 90 85 88 
90 90 90 90 
85 90 90 88 
90 85 85 87 
80 80 75 78 


Aside from a good-looking ten- 
year summary of sales and profits, 
the Admiral annual is a fireless finan- 
cial summary. The ledger tight-lips 
much information on labor relations, 
sales and product data—nonetheless 
provides stockholders with ample de- 
tails of plant facilities and their loca- 
tions. 

Prefacing Hallicrafter’s report, 
President Bill Halligan enthuses 
about responsibility to present facts 
to holders of 150,000 October, 1950- 
sold shares of common. The annual 
itself, however, lacks detail, interest. 
More about the plant, the people, 
and the company was outlined in an 
enclosed “Facts about Hallicrafter” 
pamphlet. 

Emerson and Meck fail to dress 
up detailed balance sheets in easily- 
understandable garb. Emerson’s pic- 
tureless yearly is well written, set 
up on good stock, clearly lettered. 
Meck exhibits a skimpy journal. The 
Magnavox June ‘50 Annual Report, 
nattily dressed, encloses a combina- 
tion stockholder report-advertising 
campaign, complete with set prices. 














Esso) 


The Board of Directors of the 
STANDARD OIL COMPANY 


(Incorporated in New Jersey) 


has this day declared a cash dividend on the 
capital stock of $1.00 per share, on which $.75 
Per share was designated as regular and $.25 
per share as extra, payable on September 13, 
1951, to stockholders of record at the close of 
business, three o’clock P. M.,on August 10, 1951. 


A. C. MINTON, Secretary 
July 31, 1951, 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of $1.00 per share and an additional 
dividend of 25 cents per share on the Com- 
pany’s capital stock, payable September 15, 
1951, to stockholders of record at the close 
of business August 27, 1951. 


E. F. VANDERSTUCKEN, Jr., 
Assistant Secretary 





August 15, 1951 








ELECTRIC 
BOAT 
COMPANY 


A DIVIDEND of 25¢ per 
share has been declared on 
the Common Stock of the 
Company, payable Septem- 
ber 10, 1951 to stockholders 
of record at the close of 
business August 17, 1951. 


R. P. MEIKLEJOHN, 


Treasurer. 





New York, N.Y. 
July 19, 1951. 























THE FLINTKOTE COMPANY 


30 ROCKEFELLER 
PLAZA 





A quarterly dividend of $1.00 per 
share has been declared on the 
$4 Cumulative Preferred Stock 
payable September 15, 1951 to stock- 
holders of record at the close of busi- 
ness August 31, 1951. 

A quarterly dividend of $.50 per 
share has been declared on the 
Common Stock payable Septem- 
ber 10, 1951, to stockholders of record 
at the close of business August 27, 
1951. 

CLIFTON W. GREGG, 
Vice-President and Treasurer 


August 1, 1951 






























THOUGHTS 





To have integrity the individual can- 
not merely be a weathervane turning 
briskly with every doctrinal wind that 
blows. He must possess key loyalties 
and key convictions which can serve 
as a basis of judgment and a standard 
of action. —J. W. STUDEBAKER. 


Peace if possible, but truth at any 
rate. —LUTHER. 


He who calls in the aid of an equal 
understanding doubles his own; and he 
who profits of a superior understanding 
raises his powers to a level with the 
height of the superior understanding 
he unites with. —BuRKE. 


Better three hours too soon, than one 
minute too late. —SHAKESPEARE. 


If we are to have free minds to help 
relieve the stress of disquietude among 
others, we must first free ourselves 
from it. 

—ARTHUR LEE Kinso.vinc, D.D. 


_ In five years, we've built a television 
network. The Russians have built a 
radar network. —Dr. VANNEVAR BusH. 


It looks good on your report to get 

a new customer, but how about some 
of the old customers you've lost? 

—PHOENIX FLAME. 


The use of traveling is to regulate 
imagination by reality, and, instead of 
thinking how things may be, to see 
them as they are. —JOHNSON. 


We are always in the forge, or on 
the anvil; by trials God is shaping us 
for higher things. —H. W. BEEcHER. 


Johnson well says, “He who waits to 
do a great deal of good at once will 
never do anything.” Life is made up of 
little things. It is very rarely that an 
occasion is offered for doing. a great 
deal at once. True greatness consists in 
being great in little things. 

—C, Stmmons. 


All is not evil in America, nor is the 
country hopeless. God is greater than 
Satan. The forces that make for good 
are greater than the forces that make 
for evil, but they must have human 
channels through which they can flow. 

“ —Gorpon H. Baker, D.D. 


ON THE BUSINESS OF LIFE 


Truth is the nursing mother of genius. 
No mari can be absolutely true to him- 
self, eschewing cant, compromise, ser- 
vile imitation, and complaisance with- 
out becoming original. 

—MARGARET FULLER OSSOLI. 


Having harvested all the knowledge 
and wisdom we can from our mistakes 
and failures, we should put them be- 
hind us and go ahead, for vain re- 
gretting interferes with the flow of 
power into our own personalities. 

—EpDITH JOHNSON. 


The sense of humor is the oil of life’s 
engine. Without it the machinery creaks 
and groans. No lot is so hard, no aspect 
of things so grim, but it relaxes before 
a hearty laugh. —G. S. MERRIAN. 


Stability 
The mushroom springs up over night 
But lacks stability, 
While forest giants slowly grow 
Throughout eternity; 
And so it is with business life— 
Success not oft comes fast, 
But builded on foundations firm 
’Tis then success does last. 
—ALONZO NEWTON BENN. 


We can often do more for other men 
by correcting our own faults than by 
trying to correct theirs. —FENELON. 


Competition is the keen cutting edge 
of business, always shaving away at 
costs. —HeEnry Forp. 


The punishment that the wise suffer 
who refuse to take part in the govern- 
ment is to live under the government 
of worse men. —PLATO. 


What light is to the eyes—what air is 
to the lungs—what love is to the heart, 
liberty is to the soul of man. Without 
liberty, the brain is a dungeon, where 
the chained thoughts die with their 
pinions pressed against the hingeless 
doors. —INGERSOLL. 


Beautiful forms and compositions are 
not made by chance, nor can they ever 
in any material be made at small ex- 
pense. A composition for cheapness, 
and not for excellence of workmanship, 
is the most frequent and certain cause 
for the rapid decay and entire destruc- 
tion of arts and manufacture. 

—JoHN RuskKIN. 


He who is master of all opinions can 
never be the bigot of any. 
—W. R. ALGER. 


What is opportunity to the man who 
can’t use itP An unfecunded egg, which 
the waves of time wash away into 
nonentity. —GeorceE EL ior. 


When I was a boy of fourteen, my 
father was so ignorant I could hardly 
stand to have the old man around. But 
when I got to be twenty-one, I was 
astonished at how much the old man 
had learned in seven years. 

—Marx Twain. 


It isn’t more light we need, it isn’t 
more truth, and it isn’t more scientific 
data. It is more Christ, more courage, 
more spiritual insight to act on the light 
we have. —BENJAMIN E. Mays, D.D. 


The price of progress is trouble. 
—CHARLES F, KETTERING. 


The chronic knocker gets more dis- 
comfort from his continual criticism 
than do all of the people that he, is 
raving against. —CHARLES J. DENNIS. 


Courage and perseverance have a 
magical talisman, before which difficul- 
ties disappear and obstacles vanish into 
air. —Joun Quincy ApAMs. 


Did you ever hear of a man who had 
striven all his life faithfully and singly 
toward an object, and in no measure 
obtained it? If a man constantly aspires, 
is he not elevated? Did ever a man try 
heroism, magnanimity, truth, sincerity, 
and find that there was no advantage in 
them—that it was a vain endeavor? 

—HENRY THOREAU. 





More than 3,000 selected “Thoughts” 
are available in a 544-page book. 
Regular edition, $5. Deluxe edition, 
handsomely boxed, $7.50. 














A Text... 


Sent in by William F. Dodds, 
Stoneham, Mass. What’s your 
favorite text. A Forbes book is 


presented to senders of 
us 


texts 


Except the Lord build the house, 
they labor in vain that build it. 


—Psatms 127:1 
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By Charles Furcolowe 
Foreword By 


Dr. George W. Calver, 
Attending Physician to 
Congress of the U. S. 


It’s a great consolation to your widow to know you 
were a terriffic success before your untimely end. “Jones 
was certainly the most promising man in the firm! And 
so young, too.” 
But it’s a lot more fun to stick around and share the 
Overweight executives have 


fruits of your success with your family. ~ a better chance of early 
Here is a new form of health guide-book for ex- —— pooch pohenoes 


ecutives. It tells you how to kill yourself by doing \ pressure, more diabetes, etc. 
= \ than their thinner associates, 
deliberately all the things you've been doing anyway ’ according to a recent Met- 


o ° ee . | ropolitan Life Survey. Chap- 
Chapters: — overeating, overexercising, overworking and over- ter 5 “To Die or Diet?” is 


worrying — pick your own poison. If you're determined recommended reading for 
. aii - : a corporation executives with 
to kill yourself — read ‘This Will Kill You’’ and learn corporations whe want te get thin. You'll find 


P . : a sure-fire reducing diet and 9 profitable 
how to do a professional job. On the other hand, if a te ne olde lene oie 


Public Enemy No. 1 
How’s Your Blood Pressure? 
It’s Your Stomach 


The Fat People you're in no hurry to end it all, you can add years life! Other chapters provide equally valuable 


To Die or Diet? to your life by doing just the reverse of the “‘spirited”’ 
“| Didn't Sleep A Wink 


All Night?” instructions in this unique volume. W, hat 0 , Say: 


health hints. 


You Too Can Have An Written in humorous style — with clever cartoon il- 


Ulcer lustrations — this is a “deadly” serious book. In twenty 
It’s Easy to Ge Crazy 


Here’s a well-known executive's 
reaction: ‘‘You'll prolong your life 


delightfully whimsical chapters, Mr. Furcolowe covers if you read, digest and follow 
Are You a Hypo? ne pie in livi this book.’’ And here’s how 
She Gitte Matos completely the field of our “grave” mistakes in living Gas, Sent, atti, sae aie 
. physician: ‘‘The most enter- 

Say When! — points out the easy path to an early Semenet. por i 
What About Colds? While the many examples of how to end it all will come across in my forty 
; . . f med > 

How To Take A Vacation amuse you, they‘re also designed to bring you up short eS ee 


Exercise is for Horses \. ~ ’ ’ : = sound health hint 
teed Werk Hever Killed with argues s exactly what I’ve been doing — and poop ~ . 
Anybody” ‘a7 shouldn’t’”’. i to your 
The Sex Problem 1 ST « Under the critical supervision of a distinguished phy- ” 
Mind Over Matter x , sician, Mr. Furcolowe has prepared this book with 
Bure Ht, | Aan Growing Cidt careful attention to vital, statistics and case histories. 
Doctor, Doctor, Who's Got Ae: . : his health 
a Doctor? ” a But as an experienced writer, he presents his hea 
Do Rules Run You Ragged? ‘“ facts with delightful charm and readability. 

Here’s a health book that will bring you both pleas- 

ure and profits. 

Read it now, instead of later in the hospital! 


Reserve a Copy at Your Book Store or Mail Coupon 


B. C. Forbes & Sons Publishing Co., Inc. 
80 Fifth Avenue, New York 11, N. Y. 


Enclosed is $2.75 for a copy of the new executive's health 
book “This Will Kill You” on publication. | understand that 
if it doesn’t add years to my life, | can get my money back! 
(On N. Y. C. orders, please add 3% Sales Tax) 
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Two Fast Daly LCL Merchandise Cars 
of « FLEET Operated by 











Between points in the Great Mid- in Daily LCL Service via the 
west and cities of the East and M.&St. L., saving Hours and even 
South, Less-Carload-Freight moves Days of Time in Transit on mer- 
Faster over the M.&St.L.andits chandise shipments, are these, east 
time-saving Peoria Gateway Con- and westbound, between the Twin 
nections. Cities of Minneapolis-St. Paul, 

Typical examples of Thru Cars Minnesota, and Indianapolis, Ind. 


1, Thru Car, Twin Cities to Indianapolis, M. & St. L.-N.Y.C, 
2. Thru Car, indianapolis to Twin Cities, N.Y.C.-M. & St. L. 


BOTH ... Schedule 3rd Day Arrivals BOTH...Tie in Directly with New 


, York Central's Pacemaker 
BOTH... _ sor aetioe the Grect Merchandise Service at 
va Y Indianapolis, providing Fast 
BOTH . . . Boast Outstanding Perform- Schedules between Twin 


ance Records Cities and Eastern Points 


For information on M. & St. L. Fast LCL Service write, wire 
or phone for 1951 Merchandise Freight Schedules. 


The MINNEAPOLIS & ST. LOUIS Railway 


S39 MERCHANDISE TRAFFIC DEPARTMENT 


~~ AND) East Franklin Avenue Up Minneapolis 4, Minnesota 
“19 F fe » wt 


\ 
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